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Tue purpose of this inquiry was to find what evidence the 
history of Joint Stock Companies could give in relation to the 
origin of what is now called rationalisation. It is generally held 
that a new and broad impulse in this direction began about the 
end of last century, and was due to the excessive costs and risks 
of independent enterprise. The contribution to this argument 
of our company reports and statistics does not appear to have 
been made. 

When all the available official data are collected there are still 
large gaps. Except for the small and relatively decreasing Court 
liquidations, there are no collected public figures of liquidations 
before the year 1891. No systematic return of companies operat- 
ing goes further back than 1883. Indications of the conditions 
before these dates have to be collected from the Registrar’s 
evidence to Select Committees, and from other intermittent 
sources. 

Two methods were adopted in this investigation, both of 
which involved the supplementing of existing data. First, we 
can find out something about risks by taking all the companies 
that were formed in a particular year, and finding their rate of 
survival at different intervals. This has been done for the year 
1880, and tests have been applied to the sample. Second, we can 
find the percentage of liquidations to operating companies year 
by year, and for this purpose the annual total of liquidations had 
to be carried further back by search of the Gazette. A percentage 
can be got since 1883. 

The course of the inquiry showed that, within the total of 
liquidations, there were differences in kind, which implied different 
degrees of risk and loss, and in order to study their relative 
importance the ascertainment of the number and classification 
of liquidations was carried back to 1870. For recent years the 


figures of Mr. Seyd were available. 
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Before the War, the annual Reports under the Act of 1890 
were very full, and certain official estimates of the cost of insol- 
vency were made, which have been brought into the account. 

The influence of legislation on the company statistics has to 
be kept in view, and appreciably affects some conclusions. I 
have to acknowledge the generous help of the Registrar in enab- 
ling the researches to be carried out and checked, though I am 
entirely responsible for the argument, which is based on London 
registrations. 


I 


Marshall quotes a statement of Leroy-Beaulieu that “ out of 
every hundred businesses that are started, twenty disappear 
almost at once, fifty or sixty vegetate, and only ten or fifteen are 
successful.” 1 In fact, this statement is expressly limited by 
Leroy-Beaulieu to retail businesses (débitants) ; and, in any case, 
he offers no evidence for it. It is an obiter dictum, but apt to pass 
by repetition for an established estimate. 

In the theory of the representative firm, it is required that it 
shall have had “a fairly long life, and fair success.” What is a 
fairly long life for a modern business ? 

It seemed desirable to find a basis in fact for general 
propositions of this kind, and this called for an investigation 
into the vital statistics of businesses. For this purpose, the 
available evidence in England is that afforded by Joint Stock 
Companies. 

There exists a Return made in 1864 ? of all companies formed 
under the Joint Stock Acts from their commencement, and show- 
ing for a period of about seven years the figures of survival and 
liquidation. When the tables for England are summarised, it 
appears that 84 per cent. survived the first year, 73 per cent. the 
second, 70 per cent. the third, 63 per cent. the fourth, while about 
46 per cent. survived the seventh year. There also exists a Return 
made by the Registrar to the Select Committee of 1867, giving 
even higher figures of survival; for example, 80 per cent. of the 
companies registered in 1862 are shown as still operating in 
March 1867. 

These Returns cover too short a period, but they are vitiated 
by another fact. There is a form of enterprise which is from the 
outset of our records described as “abortive.” Companies are 
registered which never get to work atall. Before the year 1880, 


1 Principles, p. 622 n. 2 No. 452. 
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a company could only go off the register by formal liquidation. 
Abortive companies did not take this trouble; they remained on 
the register, and failed to make the annual returns required by 
the law. There are penalties for such default, but the Registrar 
could not proceed to exact them unless the common informer took 
the initiative. By the Act of 1880, the Registrar was given 
power, after inquiry, to dissolve such companies. Till then they 
inflate the statistics, and it is no small inflation. For example, 
in the year 1877, when the total number of companies was about 
7,000, there were 2,750 on the register which had made no returns 
for seven years, and many more which had defaulted for three, 
four or five years. In the same year the nominal capital of 
abortive companies was given to the Committee of that year as 
539 millions, against 705 millions in going companies. Attention 
to the Act of 1880 is necessary to avoid pitfalls in the interpreta- 
tion of our company statistics. 

It was necessary to undertake a new inquiry, and this was 
done for all the companies registered in the year 1880 which had 
a share capital, 1,162 in number. This would give a run of 
nearly fifty years, long enough to give a figure for “‘ success.” It 
also enables “ abortive ’’ enterprise to be picked out in the files, 
since these cases are shown, after 1880, as dissolved under the 
Act. The inquiry has, of course, been very laborious. 

To explain the table which follows, some further reference 
must be made to Company Law. A company may come to an 
end (a) by dissolution as abortive, meaning that it does not 
operate at all, and in most cases never proceeds to allotment, 
(6) by compulsory liquidation, under order of the Court, (c) by 
voluntary liquidation. But under (c) there are included cases of 
differing significance. Voluntary winding-up may take place 
either “‘ because it is proved to the satisfaction of the shareholders 
that the company cannot, on account of its liabilities, continue 
in business,’ which means that it is in effect bankrupt; or for 
the purpose of reconstruction, in which case a new company takes 
the place of the old, with a new registration; or for the purpose of 
amalgamation with another company; while the rest are simply 
voluntary liquidations, some because the company has fulfilled 
the purpose for which it was started (a very rare type), but the 
majority because the prospects are, on one ground or another, 
unfavourable. The study of winding-up resolutions is one of 
great interest. It enables some classification to be made of the 
forms of enterprise. In the following table the methods of 


liquidation have therefore been given separately. 
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Companies registered with share capital in London in 1880 (to 
July 1929). 

Total = 1162. 

Abortive = 296. Wound-up for amalgamation = 54. Trans- 
ferred to public authorities = 5. Information inade- 
quate = 27. 

Failed = 654. Still operating = 126. 








































Inquidation of Failures. 
Duration, years. Compulsory. | Liabilities. Other. All. 
Less than 1 . . 12 13 35 60 
. a ow . . 18 26 40 84 
> ie i. ae = 31 67 82 180 
BS Ss.) one , 19 29 75 123 
10,» =n 15 4 17 38 59 
ae » 20 — 7 34 41 
20 9 ” 30 — 7 53 60 
30, ~~ 4y 40 _ 6 22 28 
40, +, 49 _— 5 14 19 
Total . ; 84 177 393 654 
Average duration . 3-7 7:8 11:8 10-7 

















This table is not seriously affected by re-registrations, 47 in 
number, the great majority of these being banks which were 
subsequently amalgamated, and are therefore omitted ; a smaller 
group of public utility re-registrations is also omitted. There 
were only 8 reconstructive registrations, some of which were 
clearly fresh starts. Conversion of family businesses into com- 
panies was a later development, facilitated especially by the 
Act of 1900, though referred to as a growing practice by the 
Committee of 1895. Most businesses start on some previous 
basis, making a new organisation and goodwill. I am satisfied, 
by inspection, that the table represents “lifetime” as it ought 
to be understood. 

As regards abortive companies, the record is closed. It is 
probable that this is also the case with regard to the compulsory 
liquidations. The formal dissolution of these companies may be 
delayed for as much as a generation, as the public statistics show ; 
but the winding-up Order terminates their operating life. As is 
shown later, the average lifetime of this sample agrees, as regards 
compulsory liquidations, with later data, and with what is known 
of the kind of enterprise which, speaking broadly, they represent. 
The record is not closed for voluntary liquidations, and the 
figures of average lifetime are strictly valid only for comparison. 
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Bringing these results into relation with the statement of 
Leroy-Beaulieu, or rather the rendering of it by other writers, we 
have the following summary table for an estimate of success. 
As he mentions businesses ‘“‘ which are started,” the table is 
given both inclusive and exclusive of abortive enterprise. It 
is obviously necessary to exclude liquidations for the purpose 
of amalgamation. But reconstructive liquidations should be 
retained, partly because a large proportion of these take place 
at a loss, but in any case because they imply that the prospects 
of the enterprise in its original form were bad, and this differs in 
no way from ordinary liquidation. 











Percentage Survival of 
. No. of 
Period. 1,076 780 : 
Registered Operating Comgenees, 
Companies. Companies. 
One year ° : 67 92 4 720 
2 years . . 59 81 636 
5 ae B : 42 58 456 
WW ° +s, . ; 31 43 333 
20° as , ‘ 22 30 233 
30 as , : 16 22 173 
40 ” ° ° 13-5 18-5 145 
ae * 11-7 16-2 126 














If, therefore, only “‘ 10 or 15” per cent. are successful, forty 
years is the measure of success for all registered companies and 
about fifty years for operating companies. If 20 per cent. dis- 
appeared “almost at once,” this means less than a year for all 
companies, and within two years for operating companies. 

If the 126 companies still at work in July 1929 last on an 
average for twenty years more, the average life of all the com- 
panies formed in 1880, exclusive of amalgamated companies, will 
have been fifteen years; if for an average of thirty years more, 
the average lifetime will have been sixteen years, and this 
is probably an outside figure. For the operating companies, 
the average duration will be twenty and twenty-two years 
respectively. 

No result could have been got except by starting at a date 
early enough to give a long run, but of course a large proportion 
of the companies of 1880 have been subject to the economic 
influences of quite recent times. In order to test the 1880 sample, 
for the early and final years of survival, a more general search was 
made of the registers in respect of companies started in 1865, 
1870 and 1875. The results were : 
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Survival of all Companies Registered. 





Year of No. of Operative in 


1875. 1880. | 1929. 





registration. | Companies 





1865 . . 936 294 250 67 
1870 . . 541 241 159 — 
1875. . 1078 _— — 125 











For comparison with the companies of 1880, it was necessary 
to include the 54 cases of amalgamating liquidations, most of 
which are in later years,! with the following result : 


Percentage survival at years 





5. 10. 15. 49. 54. 64. 





1880 . ° 44 34 27 — —— 
Other . ° 44 31 27 11-6 7-2 

















Finally, on this aspect, one other piece of evidence is available, 
which tends to show that, when all registrations are considered 
together, the high mortality of early years is becoming less. The 
Registrar put in to the Committee of 1895 a Return of the sur- 
vival of companies registered in 1890. Of these there were 
operating in the beginning of 1895, an average survival of about 
four years and a half, 54 per cent., an increase of 10 per cent. on 
the above results. Prices were falling much more rapidly in the 
early eighties than in the early ‘nineties, but there is no short 
correlation between prices and liquidations generally since 1870. 

These results, laboriously as they have had to be obtained, 
can only be a tentative contribution to the question, but they 
afford at least some basis of reference. Some further comment 
may be offered on particular aspects. 

About a quarter of all company formations were abortive; 
nearly all of these ceased making returns in the first year. Usually 
they did not get their capital. At this date there was no Share 
Capital Duty on registration, and flotations were attempted on 
all sorts of ideas, either not bright enough or too bright; for 
example, the Cash Expenditure Repayment Trust, Ltd. No 
doubt they represent a factor in enterprise as a whole, an aspect 
of “stimulus” in industry. Their figure indicates the waste 
with which the successful ideas are produced, the wide field 
within which natural selection works. And this factor in enter- 


1 The average duration of companies of 1880 liquidated for amalgamation to 
date is eighteen years. 
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prise is a continuing one; in the decade 1893 to 1902 about 
11,000 abortive companies were dissolved, and about 16,000 from 
1902 to 1913, which are about 30 and 27 per cent. respectively of 
all the companies registered in these periods. The ratio in recent 
years is about a quarter. 

Speaking broadly, the 84 companies wound up by order of the 
Court represent a different factor. Their short run of average 
life is not peculiar to the companies of 1880. The ample pre-war 
Reports (under the Winding-up Act of 1890) give details of these 
companies which show that, of companies registered since 1862, 
and compulsorily wound up between 1891 and 1913, the average 
life was 3-9 years, with great steadiness in the annual average. 
From 1862 to 1913 gives about the same run of time as from 1880 
to 1929. What type of enterprise (speaking broadly) do these 
cases imply? Commenting, in his first Report, on their short 
duration, the Registrar states that this fact ‘‘ excludes the idea 
that failure was due to the ordinary misfortunes incidental to a 
trading business. Such misfortunes, even when accompanied by 
grave mismanagement, almost invariably require a longer time 
for their dénowement. . . . The causes of failure must therefore 
be sought for in other directions. . . . It would be difficult, if 
not an impossible task, to select out of the whole number of cases 
wound up during the year (1891) a single case in which it could 
be said that the objects of the company were reasonable, that its 
promotion and management were honest, and that its failure was 
due chiefly to misfortune. On the contrary, it would be easy to 
show as regards the vast majority that they were formed either 
fraudulently, or for the purpose of promoting objects which were 
illusory, or that their management was characterised by breach 
of trust, or entire ignorance and incompetence.” This kind of 
failure represents, then, a large degree of what Marshall called 
the personal risks. At a remove from the production of goods 
is that production of paper values which Veblen regarded as the 
type of enterprise. It is not the type, and the evidence is that 
the economic environment finds it out more quickly than before. 
The proportion of these companies which are wound up within 
three years is, for companies formed in 1880, about one-half; for 
those wound up from 1891 to 1913, calling the date of registra- 
tion x, only 35 per cent. existed at the end of (x -+ 3), 20 per 
cent. at the end of (x + 5), and 8 per cent. at the end of (a + 10). 
Further, while liquidations of this kind averaged a quarter of all 
liquidations from 1870 to 1884, they were only 6 per cent. from 
1904 to 1913, and about 8 per cent. since 1918. 
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It is not so easy to decide whether, between these last cases 
and the general voluntary liquidations, there is any special mean- 
ing in the voluntary liquidations which take place on account 
of definite failure to meet liabilities. One would expect that, for 
enterprise of the same quality, those businesses which have gone 
on until overtaken by their liabilities would on the average last 
longer than those which were wound up in anticipation of this 
result. But in this sample they have a much shorter average 
life. It would affect any conclusions which might be drawn 
from the mere numbers of failures over a period of time if, within 
the total figures, this class of failures were increasing to any 
important degree. There is some increase over a long period. 
The proportion of voluntary liquidations which took place 
through inability to meet liabilities was 32 per cent. for 1870-79, 35 
per cent. for 1880-90, 35 per cent. for 1896-1905, and 44 per cent. 
for 1906-13. Since 1921 it is in the neighbourhood of 50 per cent.! 
If the relative figures of the 1880 sample were roughly representa- 
tive, 7-8 years for these cases against 11-7 for other voluntary 
liquidations, this influence would be tending to shorten the life- 
time of companies. If we reject as unlikely the interpretation 
that the increase in this kind of failure is due to a decrease in the 
quality of management, the other interpretation is that the enter- 


prise of independent companies has been recently more liable to 
fail through influences acting suddenly, and not capable of being 
foreseen. This is what is held by the amalgamationists and 
rationalisers. 


II 


A mortality of 57 per cent. of operating companies within ten 
years is a heavy charge, even if the industrial system has become 
accustomed to losses of this magnitude. There have not hitherto 
been data with which to obtain a long view of the progress of 
risks, or to test the statement of Marshall, that “‘ the risks of 
trade are on the whole diminishing rather than increasing.” ? 
This statement appears unchanged from the first to the last 
edition of the Principles, with the proviso “ as we shall presently 
see.” At the date of the first edition there were, except for the 
small number of Chancery cases, no collected public statistics of 
liquidations in this country, and those which now exist begin 
with the year 1891. It is so desirable to know more about this 


1 Complete figures since 1896 are those of Mr. Seyd, for the United Kingdom, 
My own figures are appended. 
2 Principles, p. 621. 
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subject that I have carried back to 1870, by search of the Gazette, 
the facts as to number and classification of liquidations. The 
numbers are in some ways a better index than the sums of money 
involved, since the latter are unduly influenced in certain years 
by a small number of large failures, while the former indicate the 
spread of the influence of the conjuncture. The liquidation 
figures can be used for correlation with other data since 1870, but 
it is more important to use the percentage of liquidations, which 
is only available since 1883,! the first year in which we know 
accurately the number of companies on the register. The 
numbers and percentages will not do more than show a tendency 
from year to year, and the latter are not the rate of financial risk. 
If, however, we know from other sources what the financial loss 
was at any time, in relation to the operating capital, we can refer 
the percentage of failures to this figure, and make some tentative 
estimate of the burden to industry and the nation at other dates. 
Anyone who has had to examine company statistics carefully 
realises the difficulties, but at least the draft of an argument 
seems to be possible. 

The percentage of companies entering on liquidation for all 
reasons, to the companies subject to the risk in each year,? is as 
follows : 





1883 7-0 1895 5:8 1905 4-6 1920 4-4 
5 6-4 6 6-3 6 4:5 1 3°9 
a 6-6 7 7-0 7 4:5 2 3°6 
8 6-5 8 7-2 8 5-0 3 3-4 
9 6-5 9 6-7 9 4-4 4 3:3 

1890 6-3 1900 6-4 1910 4-0 5 3-1 
1 6-2 1 5:5 1l 4-1 6 2-9 
2 6-8 2 5-2 12 3°9 7 2-8 
3 6-1 3 4:8 13 34 8 3:1 
4 5:8 4 4-6 


























A general pre-war downward trend was notably broken in the 
years of activity at the end of last century. In these years there 
was a sharp rise in company liquidations entered into for the sake 
of amalgamation or reconstruction. These accounted for over 20 
per cent. of all the liquidations in 1896 and 1898, and for only 8 per 
cent. in 1913. But even when all the amalgamations, and recon- 
structions not made at a loss, are deducted, there was a rise in the 
rate of failure, and it seems probable that many short-lived 
companies were floated at this time.* On the whole, these figures 

1 C. 3542. 2 This figure has been adjusted for mid-year, 


3 Comparing Gazette figures with the special return for 1896, about 40 per cent. 
of reconstructions in that year were made at a loss. 
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show a decline in the rate of failures of a substantial amount, and 
this tendency was resumed after 1920.1 Though amalgamations 
were, even at the highest, a small proportion of liquidations, it 
is open to argue that their influence was among the factors which 
reduced the rate of failure in the decades before and after the 
War. I do not think, however, that they were a large enough 
factor nearly to account for a fall in the liquidation rate from 
6-2 for the decade 1893 to 1902, to 4:3 from 1903 to 1913. Bank- 
ruptcy figures were also falling. 

But if the evidence goes to justify Marshall’s view, expressed 
before there was any significant tendency towards combination, 
that trade risks were declining, yet what kind of financial result 
corresponds to a given rate of liquidation? What the ration- 
alisers have held is that the money burden behind a liquidation 
rate of 4 per cent. was unreasonably heavy for industry and the 
nation, and creates too large a margin between pure and gross 
interest. Is it possible to indicate the kind of financial figure 
which is behind this ? 

Some partial estimates have been made. The Registrar 
calculated for 1891 a total loss of 36 millions, or 20 millions 
exclusive of vendors; for 1892 the latter figure was 25 millions. 
A special return to the House of Commons in 1899 gave for the 
year 1896 a known total loss of 15 millions, which with allowance 
for the unknown cases would be about 21 millions.2, A more 
comprehensive analysis was given for the decade 1893 to 1902.3 
Under the Act of 1890 the Board of Trade has financial informa- 
tion of the details of companies voluntarily wound up, if the 
liquidation takes more than a year. This, together with the 
information necessarily supplied by compulsory liquidations, gave 
a sample of about half of all the 15,000 cases of the decade. On 
this basis the losses were, in thousand of pounds : 


Vendors ‘ ‘ , : : - 180,000 


Public : 
Shareholders , : , ' . 165,000 
Creditors . i ‘ , ‘ . 38,000—203,000 


According to the allowance made for the real value of vendors’ 

capital, the annual loss would be from 25 to 30 millions a year. 
The paid-up capital involved was 560 millions, about equally 

divided between vendors and the public. The fact that vendors’ 
1 The post-war figures evidently call for further investigation. 


2 No. 328 of 1899. 
3 No. 291 of 1903. I have corrected an error in tabulation of the results. 
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capital may have been sold to the public would not matter in the 
national account. The percentage loss on all the capital is the 
same, and the average loss to shareholders of 35 millions is to be 
reckoned against the average paid-up capital of registered operat- 
ing companies for the decade, which was 1,229 millions. The 
average capital at risk was 1,285 millions, and the average loss 
was 2-7 per cent. of this. 

In this decade the average real rate of return on Consols was 
2-6 per cent. This may provisionally be called pure interest. 
So far as these data enable one to offer a figure, the economically 
necessary rate on company enterprise was not below 5} per cent., 
with some addition for uncertainty, and gross interest was twice 
pure interest. If, conscious of the difficulties of going far from 
one’s base, a figure is tentatively offered for the years 1903 to 
1913, allowing for the rise in the real return on Consols to 3-4, and 
of the fall in the index of liquidations, this figure would again be 
about 5} per cent. (plus uncertainty), and gross interest would be 
1} times pure interest. One might venture a pre-war economic 
rate on company investment of about 6 per cent. 

Of the real annual losses by insolvency in 1893-1902, the more 
certain parts are : 


Bankruptcy ‘ ‘ : ‘ . 9millions, 
Companies . ‘ ‘ ‘ , . 20 millions, 


or about 36 millions if vendors’ capital is taken at one-third. 
This was 2 per cent. of the national income, or from 10 to 12 per 
cent. of the national savings of that time. 


III 


The last aspect of the question concerns the inferences which 
may be drawn from the returns of companies by size, as tested by 
paid-up capital. Since the Acts of 1867 and 1877 it has been 
legal for both nominal and paid-up capital to be increased or 
diminished, and the record of companies is kept up to date in that 
respect. We know, from company statistics, the total and 
average paid-up capital in 1885, and from 1887 onwards. Earlier 
history must be collected from various sources. The return of 
1864, our first important source of official information, can be 
made to give an approximate figure for that year of about 
£20,000. But a startling result is got from the return of all cases 
wound up by the Court from 1862 to 1868, showing an average 
paid-up capital of £70,000.1 This is a bad sample, because the 
1 No. 104 of 1869. 
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smash of 1866 was responsible for the failure of large financial 
concerns; when these and some large Parliamentary companies 
are taken out, the average figure is about £40,000. Next is the 
estimate given in 1877 by the Registrar to the Committee of that 
year; about 7,000 going companies had an average paid-up 
capital of about £45,000. Then the Parliamentary return of 
1883 gives an average of £53,000, and we join on to the first 
regular return of 1885 with £54,000. 

The average paid-up capital increased until 1892, when it 
reached a maximum of £64,000, since when it showed a steady 
decline to £40,000 in 1913. It is, even at post-war prices, still 
under £50,000, the figure of 1905. 

These capitalisations are for the unit of enterprise, allowing 
for all amalgamations. Scale of production depends rather on 
the unit of process, or establishment; and, while an increase in 
the unit of enterprise does not necessarily mean an increase in the 
unit of process, it is very likely that these vary in the same way. 
In any case, a reduction in the unit of enterprise is very unlikely 
to imply anything but a reduction in the unit of process. Further, 
even when the effect of invention is allowed for, itis very likely 
that a continuous reduction in paid-up capitalisation involves a 
reduction in scale on the average however computed. 

The reduction in average capitalisation has no relation to the 
movement of prices. It may have been affected somewhat (I am 
informed that it has) by the increase in Share Capital Duty from 
2s. per cent. to £1 per cent. between 1889 and the War; though 
this is more likely to have affected the nominal than the paid-up 
capital registered. 

The proposition that an increase in the volume of production 
means an increase in the representative business would almost 
certainly imply an increase in the average; there would be an 
increase in the average plus some other fact of the distribution, 
but certainly an increase in the average. Therefore, in relation 
to general theoretical propositions, the company figures require 
interpretation. 

The high average figures reached between 1887 and 1894 are 
probably due to the legislation of 1880, which gave the Registrar 
power to strike abortive companies off the list. It must have 
taken time to overtake the arrears, and in fact most of the abor- 
tive companies of the year 1880 were struck off in 1887. The 
removal of numerous companies with very small paid-up capitals 
must have put up the average for some time, until an adjustment 
with the annual inflow was reached. A due allowance for this 
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fact would at any rate flatten down the figures of the ’eighties and 
early ‘nineties. And, as there was great irregularity in the 
number of abortive companies struck off after 1896, some influence 
of this kind may persist. But every allowance for it, and it must 
be less against an increasing total of companies, still leaves a 
substantial decrease of capital to explain. 

The total of companies registered is a complex continually 
changed by new industries, so that, just as Marshall insisted that 
the history of an industry was not like that of an individual 
company, the total of companies is not like the history of any 
industry. A stage comes, as he pointed out, in many industries, 
when a large capitalisation is needed for a fair start. But change 
in the constitution of industry as a whole keeps the door open for 
companies of at first small size. 

Again, many relatively small businesses are operated with 
high efficiency, and it is of interest to observe that Newmarch, 
in his evidence to the Committee of 1877, expected that the 
private company would offer great resistance, for this reason, to 
the development of the public company. Chadwick agreed with 
him that the class of persons who put their money into public 
companies came to be content with conventional rates of dividend, 
and that “the nearer you approach to the management of a 
private company, the better.’ And the disadvantages of 
private businesses have, in more recent times, been offset by 
external economies which are well known, apart from the sup- 
port of trade agreements. 

Private companies were recognised by the Act of 1908, but 
the economic facts existed long before then. In 1890 they were 
about one-third of all the companies registered, and their average 
nominal capitalisation was about two-fifths that of all companies. 
According to figures supplied to the Balfour Committee they 
formed in 1910 about half the register; in 1925 they were about 
90 per cent. of it. The legislation of 1900 encouraged formations 
of this kind by exempting them from certain obligations, as well 
as conversion of other businesses into this form. But it does 
not follow that this Act gave any special impulse to the formation 
of small companies, all that is shown being a change of legal form. 
The legal changes have in fact enabled the detection of a large 
and increasing group of relatively small companies. 

On the return to the Committee of 1895, the survival at about 
five years of private companies was about ten points per cent. 
above that of all companies. Discarding legal forms, and taking 
only the nominal capitalisations of all companies registered in 
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1890, the five-year survival is only two points per cent. worse for 
all companies capitalised at over £20,000 than for all companies 
capitalised at over £100,000.1 

Now the question here is, how the facts regarding size of 
companies are related to the results regarding risk of the preced- 
ing sections. Whatever the measurable burden of these risks 
by one test or another, were they so felt by enterprisers as to be 
the most important explanation of tendencies which began to be 
considerable at the end of last century? The reply, that com- 
paratively small businesses were of increasing importance and 
had a high degree of success, would so far negative this con- 
clusion. But if the explanation is probably to be found in 
changes in the complex of enterprises, always giving a field for 
the starting of new kinds of industry, this would not negative the 
conclusion that a stage is reached in the organisation of any 
industry when external economies cannot offset the uncertainties 
and secrecies of independent enterprises; in other words, when 
the economically necessary rate of average return, of which a 
measure has been attempted for this period, could not be com- 
petitively obtained. From the national point of view the word 
used is rationalisation; from the company point of view it is 
defence. When we bring into relation with general statements 


which are widely current, such facts as can be gathered from 
company statistics and inquiries, we get a measure of loss and 
cost which, from the former point of view, is very considerable ; 
that, from the latter point of view, the sense of this loss occasioned 
a new movement to lessen risks is not, as it might seem to be, 


denied by the persistence of relatively small enterprises. 
D. H. MacerEGor 


1 Registrar’s statistics to the Committee. 
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Ss 
f Note.—The following figures, especially those previous to 1891, are supplied 
- as of possible use to other inquiries. 
s Liquidations begun. 
2 (London Gazette and, Judicial Statistics.) 
" ee Compulsory. Voluntary. 
Oct. : : Total. 
| No. %. | No. Liab. Liab. %.| R. A. 
1869-70 101 205 40 306 
-71 63 Fei 45 234 
-72 57 201 41 258 
-73 75 274 57 349 
-74 81 \ 55 313 83 32 394 
~75 138 351 118 15 489 
-76 147 356 129 13 503 
-77 119 334 110 19 453 
-78 95 371 140 12 466 
-79 121 441 203 16 562 
-80 127 309 128 13- ~ 436 
-81 126 389 141 515 
-82 134 392 132 16 526 
—83 147 442 152 42 589 
—84 158 433 193 32 591 
-85 117 ) 22 440 173 35 35 557 
-86 110 440 174. 38 550 
—87 129 510 199 39 639 
—88 124 539 177 83 663 
-89 132 590 176 95 13 722 
—90 138 647 192 92 17 785 
1891 tal 770 253 92 40 889 
94 114 9 883 295 30 79 21 997 
96 86 1174 382 184 76 1260 
98 125) 1620 415 283 110 1745 
1900 117 1757 581 215 95 1874 
06 116 6 1568 636 40 101 59 1684 
07 108 1695 761 129 21 1803 
13 137 1809 782 89 50 1946 

















R—For reconstruction. 
A—For amalgamation. 








A SCEPTICAL VIEW OF THE THEORY OF WAGES 


A TRADITIONAL empiricism in Anglo-Saxon countries seems 
to have given us a bias against those studies of methodology 
which have held so bold a position among some foreign schools 
of thought. Usually we are satisfied to put such formal problems 
behind us with a cursory quotation from Mill, priding ourselves 
on our faith in common-sense definitions and our devotion to 
practical results. Our instinct is to be impatient with the critic 
who says that our theoretical system is “‘ internally inconsistent,”’ 
and to reply to him: ‘Surely you do not deny that the theory 
throws light on practical affairs? ’’ Rather sacrifice logical 
consistency than wreck a fruit-bearing analysis. Rather run 
the danger that economic quackery may don the guise of political 
economy than let a chapter of useful ‘‘ advice to the Sovereign ”’ 
pass unhonoured. 

Such bluff common-sense is not without its dangers. It may 
well be a cloak to a laziness of thought which harbours confusion 
as to what our propositions imply and what our symbols mean. 
It can often lull us into thinking that we understand the words 
that we are using when we actually do not—into resting our 
thought on a number of assumptions which we have not explored 
and of which we may not even be aware. If, as signs are not 
altogether lacking, economic science has to-day reached an 
important turning-point, this neglect of methodology may be an 
obstacle to advance. At least, the modern tendency to shift our 
emphasis to applied economics, to free our definitions from 
dependence on specific philosophical systems and to bring them 
into line with the phenomena of the market-place, gives a special 
urgency to the need to reconsider the actual texture of our 
generalisations. 

This traditional neglect of methodology is particularly 
exemplified in the somewhat vague notions which seem to prevail 
among us as to the criterion of adequacy when applied to an 
economic theory. And it lulls rather than clarifies thought to 
reply that a law is a statement of tendency or that a theory is 
intended to explain. Nor does the statement that a theory 
is designed to enable us to make a forecast and that its adequacy 
should be judged to this end take us very far. A result of this 
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common-sense bias of our text-books against probing the matter 
further lies in our inclination to be hoodwinked by a truism under 
the guise of a pretentious formula, or with an air of finality to 
explain one unknown quantity in terms of another variable that 
is equally unknown. And nowhere more than in the sphere of 
distribution in general, and the problem of wages in particular, 
does a chaos of theories seem to call for some such criterion of 
adequacy to clear the field. 

The most elementary form of generalisation consists of a 
statement, based on observation or on logical inference, that two 
variables are related in some manner, but without the relation- 
ship being defined. Second in order comes the statement, in the 
form of a functional equation, which defines the movement of a 
particular quantity in terms of other variables to which it is 
related. Third is a group of generalisations which together enable 
a certain equilibrium to be postulated. 

In the lowest rank of this hierarchy our knowledge. is con- 
fined to the fact that if one of the factors is changed, the other 
will change also. In the second case the possible range of asso- 
ciated changes is stated for us and at the same time limited: in 
the language of practice we are told that change in our original 
variable can be ‘“‘ caused ” only by a change in one of the stated 
factors. The factors in question are shown to constitute a 
system, in which a change at one point will produce change at 
some other point. But we do not know more than this: we 
cannot forecast the degree of change in x which will result from a 
given change in y. In the third case we have a higher order of 
knowledge. Here, on any given set of assumptions, one can 
postulate a certain ‘necessary’ equilibrium, and one can 
postulate the nature and degree of alteration in this equilibrium 
which a change in the “ given ”’ quantities will achieve. Clearly 
it is to this third order of knowledge that economic theory seeks 
to attain and to which all propositions in the theory of value 
claim to attain. For instance, in so far as the theory of money 
merely connects the value of money with the related factors on 
which it depends, it falls within the second rank of the hierarchy. 
But in so far as it claims to foretell the degree of change in the 
value of money which will ensue from a given alteration in one 
of the related factors, e.g. the quantity of money—as did most of 

the customary pre-war formulations of the theory—then it 
clearly aspires to the third rank. And the theory of wages, 
which is here our immediate concern, certainly claims to be 


judged adequate in its ability to postulate an equilibrium. 
No. 156.—voL. XxXxIx. MM 
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About the precise significance of the term “ indeterminate ” in 
economic theory there seems no very settled opinion, and Marshall 
differs from Edgeworth on the matter, and both of them in turn 
from Pareto. Less difficulty, however, exists about defining the 
positive conditions necessary to postulate a determinate equili- 
brium. Clearly the essential difference which separates cases 
of our second category from those of the third consists in the fact 
that the latter consists of statements capable of formulation as a 
system of differential equations which are capable of solution. It 
is this solution which constitutes the equilibrium, any particular 
solution depending upon the values assigned to the “ constants.” 
Where the equations are not capable of solution, no equilibrium 
can be postulated, and the knowledge which our theory affords 
is limited to that in our second category. As Pareto has pointed 
out, the condition for a system of equations to be solvable is that 
the number of equations, or independeni known conditions, is equal 
to the number of unknown variables. If the number of equations 
is less than the number of unknowns, then there are insufficient 
data to provide a solution. If the number of equations is 
greater than the number of unknowns, there is a state of “ over- 
determination,” the significance of which presumably consists 
in some contradiction in the assumptions adopted or in the 


fact that one equation is really implied in another, perhaps 
because of some undiscovered and relevant relation between the 
constants themselves. To this end the equations must fulfil 
an important condition of independence: a change in the value 
assigned to one constant must not affect the form of another 
equation nor any other constant. Otherwise there would be 
some significant relationship left out of account: one of the 


” “ec 


“ constants,”’ indeed, would prove not to be a “ constant,” but 
itself an unknown variable; and with existing data the equations 
could not provide a solution. 

In the ordinary competitive theory of value the demand and 
supply curves represent two equations relating demand-price to 
quantity and supply-price to quantity. In these equations 
utility and cost respectively figure as constants. Thereby a 
determinate equilibrium is provided, or a single solution which 
satisfies the conditions for each of the various possible numbers 
to be assigned to utility and cost. The condition of adequacy is 
fulfilled by virtue of an important assumption—the assumption 
of the independence of the supply and demand curves. General 
equations of prices for commodities in general, with which Pareto 
and the Lausanne school are concerned, are likewise rendered 
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determinate on the assumption of the independent existence of 
two sets of quantities, utilities in consumption and disutilities 
in production, the pleasures of enjoyment and the pains of effort 
and sacrifice. Equilibrium is established where the two quantities 
are equal at the margin of all lines of production. In the theory 
of distribution an attempt is made to carry over the same method 
of analysis and to apply it to the price of the factors of production. 
To take the particular case which interests us here : wages, as the 
price of labour, are regarded as determined by the conditions of 
demand and supply, with the condition that in a competitive 
labour market the demand-price (or marginal net product) and 
the supply-price will coincide. And here again the implicit 
assumption of the independence of the demand and supply curves 
is required. By “independence ” for this purpose it is necessary 
to mean that a change in one of them, through its effect on the 
price of labour or on any other prices, does not thereby produce 
a change in the other. Any set of values and any combination 
of sets of values (within reasonable limits) must be able to be 
assigned to the ‘“‘ constants ” which provide the solution to our 
equations: otherwise a change in one cannot be conceived 
without some possible related change in another. 

An example of where this assumption of independence would 
not hold in the case of a specific commodity was afforded by Mr. 
Sraffa in his important article in the Economic Journat for 
December 1926 (to which I am personally indebted for providing 
this present train of thought). 


“If in the production of a particular commodity,” he 
wrote, ‘‘a considerable part of a factor is employed, the 
total amount of which is fixed or can be increased only at a 
more than proportional cost, a small increase in the pro- 
duction of the commodity will necessitate a more intense 
utilisation of that factor, and this will affect in the same 
manner the cost of the commodity in question and the cost 
of the other commodities into the production of which that 
factor enters; and since commodities into the production 
of which a common special factor enters are frequently, to a 
certain extent, substitutes for one another (for example, 
various kinds of agricultural produce), the modification in 
their price will not be without appreciable effects upon 
demand in the industry concerned.” 


For instance, if the product in question is wheat in a country 


where both rye-flour and wheaten-flour are widely consumed, an 
MM2 
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increased production of wheat, by transferring land to wheat- 
production, will raise the rent of rye-land and the cost and price 
of rye, and thereby, since rye is an important substitute for 
wheat, will affect the demand-curve for wheat. Another example, 
more directly relevant to what we are considering, would be an 
agricultural improvement which lowered the cost of wheat (but 
not of rye) and extended the area of wheat-production. This, by 
altering the cost of land available for rye, would affect the cost 
and price of rye-flour, and thereby would react on the demand- 
curve for wheat. In the majority of cases, however, where a 
commodity occupies only a small part of the total supply of the 
factors of production, while the money spent on it represents 
only a small part of the total income of the consumers who buy 
it, reactions of this kind are regarded as being sufficiently small 
as to be negligible. They are relegated to the category of the 
“second order of small quantities.’”’ The prices of the factors 
of production on the one hand, and the marginal utility of income 
to consumers on the other hand, are regarded as being virtually 
unaffected by the terms of this particular act of exchange; and 
the assumption of independence, though not precisely true, is 
held to be true with a sufficient degree of approximation to 
satisfy both logic and expediency. 

In the classical statement of the wages-fund doctrine wages 
were assumed to be a simple function of the wages fund and the 
labouring population. In this crude form it was subject to the 
serious objection that an increased supply of labour, cheapening 
the price of labour, would tend thereby to cause an increase in 
the wages fund by making the investment of capital in the employ- 
ment of labour more profitable than it was before. Hence Dr. 
Marshall’s aphorism that the demand for labour was “not a 
fund but a flow.” In the reconstructed form which the theory 
assumed towards the end of the century the wages fund was 
itself regarded as a variable which was related to the investor’s 
sacrifice or abstinence in lending his wealth for the employment 
of labour. This scale of aversions or sacrifices, unlike the wages 
fund itself, was regarded as unaffected by the dearness or cheap- 
ness of labour, given a certain volume of the national income. 
Similarly, the supply of labour was related to the disutility 
involved in work. In a competitive labour market, accordingly, 
a determinate equilibrium existed, where at the margin the 
disutility involved in the marginal unit of work supplied (when 
expressed in money) equalled the disutility involved in the 
marginal unit of the investors’ investments. 
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Superficially, therefore, the theory of the labour market 
appears to be as adequate as the theory of a commodity market. 
Moreover, a particular corollary attaches to the theory of wages 
which gives to it the most important part of its practical value. 
This corollary depends on the conception of the wages fund, or 
the aggregate demand for labour, as being positively correlated 
with the profit received by the investing class : if profit increases, 
the supply of capital is likely to increase too. In other words, 
the wages fund or the demand for labour is regarded as being 
elastic ; from which it follows that any increase in the price of 
labour per unit must decrease the earnings of labour absolutely 
(other things being equal), even though it increases them rela- 
tively. Conversely, every cheapening of the cost of labour must 
increase aggregate wage-earnings and so benefit capitalists and 
labourers alike. 

But on closer scrutiny the adequacy of this parallel between 
a labour market and a commodity market proves.to be apparent 
rather than real. Various writers, of course, have pointed out 
that numerous “ constants ”’ in the equation by which the demand 
for labour is formulated may be affected by changes in wages : 
for instance, the state of technique and of industrial organisation. 
But this is not a fundamental inconsistency. The relationship 
which is indicated (e.g. between wage-changes and the stimulation 
of economies of management) is casual and occasional rather than 
necessary; and there is nothing inconsistent with logic or even 
with a considerable range of practice in framing our equations 
without taking such a relationship into account. But there 
exists a much more fundamental reason for disputing the assumed 
independence of the supply and demand curves. In the case of a 
commodity market, as we have seen, this assumption is justified 
to the extent that the amount of income spent on the commodity 
and the amount of the agents of production used in producing it 
constitute only a small proportion of total income and of the 
total supply of these agents respectively. In other words, the 
marginal utility of income both to buyers and sellers can be 
regarded as unaffected by the price at which exchange takes 
place and by the volume of such transactions. When labour, 
however, is being sold, the marginal utility of income, at any 
rate to the seller, cannot be treated as constant. Since the 
labourer is propertyless, the sale of his labour will constitute his 
only source of income, and the terms of the sale will virtually 
affect his whole position and will be the principal determinant 
of the labourer’s subjective valuation of his own labour in terms 
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of the income which he secures in return. In other words, a 
change in the price of labour in either direction is likely to produce 
a change in the supply-price of labour of a similar kind, thereby 
creating a tendency for any fall in wages to become cumulative, 
as in the classic case of sweated trades. If we have here an 
equilibrium at all, it is unstable rather than stable. The buyer 
of labour, in so far as he is purchasing a large number of units 
separately, will not be in the same position. The result of any 
one transaction concerned with the purchase of a particular unit 
will not suffice to affect the marginal utility of income to him. 
But if an employer purchases his labour as a whole by a collective 
hiring, and to the extent that the employment of labour is his 
main source of income, every change in the price which he has to 
pay will suffice materially to affect the marginal utility of income 
to him. 

If this crucial assumption of independence does not hold, then 
exchange in the labour market ceases to be subject to a deter- 
minate equilibrium and is characterised instead by the indeter- 
minateness which is considered to belong to barter transactions. 
In Dr. Marshall’s famous “ nuts and apples ”’ example,! the actual 
rate at which the two are bartered cannot be determined, since 
the initial terms on which exchange takes place will affect the 
marginal utility of nuts and apples to the respective sellers, and 
so will affect their respective ‘‘ offer curves ” which represent their 
future willingness to trade. In these circumstances exchange 
will continue up to the point where further exchange ceases to 
afford increased satisfaction to one of the parties—a point lying 
along a determinate curve which Edgeworth called “‘ the Contract 
Curve,” and which must lie inside the two zero “ indifference 
curves ’’ representing the various rates of exchange that yield 
no net advantage to the two parties. But the final rate of 
exchange may be at any point along that curve; and, therefore, 
as Dr. Marshall has said, while “ equilibrium has been attained, 
it is not the equilibrium, but an accidental equilibrium . . . it 
would be an arbitrary equilibrium.” Dr. Marshall points out 
that this indeterminateness would apply to a hundred people 
bartering nuts and apples as much as to two, and suggests that 
it is due simply to the absence of money. If apples were sold 
against money, they would probably represent so small a pro- 
portion of the buyers’ purchases that their price would leave 
the marginal utility of money untouched, whereas their direct 
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exchange against nuts, of which the buyer has only a limited 
supply, does not enable the utility of nuts to be treated as a 
constant in the same way. Similarly in our case of labour an 
equilibrium cannot be postulated because labour is not one 
among many alternative objects of sale and purchase, but is the 
sole object of exchange in this particular sphere. 

But even though the classical conception of a determinate 
equilibrium of wages may be dethroned, the corollary with 
regard to aggregate wage-earnings still seems to continue in 
favour—a corollary now belonging to our second category of 
knowledge though not to our third and higher category. And 
this favour it retains for a special and peculiar reason. When 
with a lowered income the utility of income to the worker increases, 
he is likely (up to a point at least) to be induced to work harder— 
to offer more aggregate effort than before. In so far as the 
changed income he receives reacts on his habits and his con- 
ception of conventional necessaries, a secondary effect in the 
opposite direction will result. A rise of wages may develop new 
standards and habits which increase his wants and increase the 
utility of income to him; while a fall in wages, by contracting his 
standards and habits, may decrease his wants and lower the 
intensity of his desire for income. This secondary effect, how- 
ever, will probably do little more than retard the operation of the 
primary effect which we have mentioned. But the case of the 
capitalists presents an opposite situation. Any change in the 
bargain between themselves and their labourers, altering the 
marginal utility of income to them, will affect their willingness to 
accumulate and invest capital, not in the same, but in the opposite 
direction. An increase in the marginal utility of income to the 
worker will increase his willingness to work; an increase in the 
marginal utility of income to the capitalist will decrease his 
willingness to save; and this it will do for the reason that when 
he invests he is foregoing present wants in return for a future gain, 
and any increase in the intensity of present wants, by increasing 
the rate at which he discounts the future, is likely to decrease his 
willingness to save. 

For this reason, the possibility of a change in the labour- 
bargain reacting on the demand-curve for labour, in the way that 
it may on the supply-curve, is considered as being very limited. 
The conception of a demand-curve for labour as independent of 
the price of labour is still regarded as approximately correct, even 
while the independence of the supply-curve may be relegated to 
the limbo of discarded doctrine. And this demand-curve is of 
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an elastic type, so that the amount of labour which the capitalist 
is willing to purchase will be larger when wages are low than 
when they are high. Consequently, while the employer may 
push down the rate of wages and at the same time increase 
aggregate profit, the labourers on their side, by pushing the terms 
of the bargain against the employer, cannot increase the aggregate 
earnings they receive. The dearer the price of labour, other 
things being equal, the smaller will both aggregate profits and 
wage-earnings tend to be; the cheaper the price of labour, the 
larger the income both of capitalists and workers. An extor- 
tionate trade union is more likely to do harm to the future than 
an extortionate employer. 

But this view remains insufficient, if not actually false, until 
we have taken account of the possible effect of changed income 
on the habits and conventional standards of the investing class. 
In the case of wage-earners we have suggested that this relation 
is probably of secondary importance and does not disturb our 
initial conclusion that the marginal utility of income varies 
inversely as the amount of income possessed. In the case of the 
capitalist, however, this relation between income and habit is 
likely to be of much greater importance, and probably even is of 
primary importance. This enhanced importance it will have for 
the reason that the desire for luxuries is much more influenced 
by habit, custom and conventional standards than is the desire 
for necessaries. Consequently, desire for income on the part 
of the propertied class will contain a conventional element to a 
very much greater extent than will the desire for income on the 
part of wage-earners, whose chief expenditure is on essential 
clothes and food. It seems not improbable that the major part 
of the desire for luxuries (or their utility) is conventional—a point 
which the late Thorstein Veblen has so cogently argued. The 
joy in the parlour aspidistra equally with the pride of the society 
hostess in her diamond tiara seems entirely conventional—can 
either be zsthetically desired for its own sake alone? Our 
need for afternoon tea is mainly because others drink it; our 
desire for a tailored suit is chiefly because it is customary and 
carries a certain social prestige; the zeal for filling bookshelves 
with first editions and sideboards with hall-marked silver would 
undoubtedly be much smaller if these were not considered the 
“done ” thing to do. If we take all such conventional standards 
as independent “ constants ”’ in our equations, no formal difficulty 
arises, and to this extent the conception of an independent demand- 
curve for labour remains. The question here is one, not of 
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logical consistency, but of consistency with practice. In the 
case of our previous and more fundamental difficulty it was a case 
of the logical inconsistency of treating the marginal utility of 
income to the worker as a “ constant ’’ when the income of the 
worker was implied in the definition of what the marginal utility 
of that income was. Here it is a practical question of whether 
the assumption of conventional standards as independent of the 
income of the class in question is consistent or not with the actual 
facts. 

If such an assumption is illegitimate, there is no warrant for 
concluding that a rise in the price of labour, decreasing the profits 
of the propertied class, will necessarily cause a shrinkage in savings 
and hence in the wages fund. It may merely cause a revision of 
conventional standards, diminishing the intensity of desire for 
present income on the part of those who have a surplus to invest. 
True, conventional standards, once acquired, impose a severe 
resistance against any downward revision. It needed the carnage 
of the Great War to weaken the habit of enjoying the drama in the 
constricting uniform of a high collar and boiled shirt; and even 
so reasonable a weakening as this lasted scarcely longer than two 
years. And the history of aristocracies has shown the universal 
tendency to carry the challenge of privileged standards up to the 
very point of revolution. But when the national income is 
expanding the position is different; and it may well be that if a 
diminished share accrues to the owners of property, the effect 
may appear, not in a slackened rate of saving, but merely in 
privileged standards of consumption, precluded from rapid 
advancement, remaining on a more modest scale. For instance, 
there is no warrant for assuming that, if wages had advanced 
more rapidly over the nineteenth century, our present accumula- 
tion of capital would be on a smaller scale. It is at least equally 
probable that privileged standards of life might have remained 
more modest and various expenditures, without which our 
propertied class would to-day think itself miserable, might never 
have been invented or acquired. 

When we are dealing with sectional wage-changes in a particu- 
lar industry, the conception of an independent demand-curve for 
labour will probably still hold good. Similarly, the conception 
of an independent supply-curve will be valid if, but only if, the 
perfect mobility of labour can be assumed. For a limited period 
of time the same conception of a demand-curve, elastic in character, 
may hold for the general wage-level. But it is precisely in the 
short period, probably extending over some years, that the wages 
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fund tends to be fairly inelastic, since it is only through the 
gradual effect on new savings and on the replacement of old 
capital that the total stock of capital is affected; and a period 
of time long enough for a change in labour-cost to react on the 
supply of capital may be too long for us to treat the conventional 
standards of the investing class as ‘“‘ constants.” At any rate 
when we are considering substantial changes in the wage-level 
from a long-period view, the conception of an independent demand- 
curve for labour, equally with that of an independent supply- 
curve, definitely seems to break down. Neither the “ will to 
work ”’ nor the “ will to save”’ are independent of subjective 
valuations of income by the parties concerned and of conventional 
standards; and these in turn are not independent of the way 
in which income has been distributed by the wage-bargains of the 
immediate past. To postulate an equilibrium level of wages, 
relative to which any existing rates can be declared to be “ too 
high ” or “ too low,” is to stride a system of assumptions which 
can be made consistent neither with one another nor with the 
facts. It is to fashion an image of a stable equilibrium that is 
more remote from an original than the now unfashionable wages 
fund. As in the barter of apples against nuts, the indeterminate- 
ness of the wage-bargain will, of course, be contained within 
certain limits. The bargain must lie somewhere between the 
zero indifference-curves of the two parties—the curves repre- 
senting the various rates of exchange at which no net gain at all 
results from entering into the bargain. Wages, naturally, cannot 
fall for long below the level of starvation or exhaustion. Even in 
a classless society, lacking the adornment of a propertied class, 
wages could not rise beyond the point where they swallowed the 
national income minus necessary capital accumulation—however 
“ necessary ” in this case might be defined. But in our present 
society, if an upper limit to wages exists below this point, it is 
due, not to some “natural” law of distribution, but to the 
existence of leisure-class standards of consumption which brook 
no interference or revision, and to which society must do homage 
if the rate of capital accumulation from individualist sources 
is to be maintained. It is at least significant of the bias of 
economists that when the wage-level is in question it is the 
customary standards of the propertied class which are treated 
as the constant factor and working-class standards of life as 
adaptable at the behests of a purely text-book “ equilibrium.” 
Any payment can be made “residual” if only sufficient other 
things are treated as “ given”! Not the least important among 
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the inventions and improvements which affect the wage-level 
in the future may be a growth of collective saving which, in the 
character of a “ leisure-class-saving economy,’ will tend to increase 
the share of the national income which the wage-earning class can 
receive. For the burden of supporting the consumption of a 
rentier class at home, from the standpoint of wage-earners, is 
in essentials no wit different from the burden of paying tribute 
to holders of an external debt abroad. 

This methodological question must be distinguished from an 
allied question with which it is often confused. The question 
whether the level of wages is “ natural” or “ institutional ”’ is 
quite distinct from the question whether a ‘“ normal ”’ level, in 
the sense of a stable equilibrium, can be found. In a recent 
book on The Control of Wages, by Professors Hamilton and May, 
for instance, these two distinct issues seem at times to be con- 
fused. The former is a question of whether the “ constants ”’ 
which provide a solution of the equations are values which depend 
on nature or can be altered at will by the hand of man. The 
latter is the distinct question whether the equations can be 
solved at all. Whether the indeterminateness which has been 
argued is due to an imperfection in our analytical apparatus, 
which inventiveness may repair, or to the character of the pheno- 
mena we seek to handle, I would prefer to leave to the judgment 
of the mathematician and the methodologist. But it is at any 
rate possible that our failure to frame satisfactory equations 
indicates that the deductive method is not so appropriate, at 
least to the problem of distribution, as we have habitually sup- 
posed. Are not the conditions to which Mill’s qualifying principle 
of the composition of causes does not apply precisely those which 
cannot be expressed in any system of solvable equations ? 

A final consideration remains which leads us back from the 


' theory of wages to the theory of value in general. If what has 


been said about the indeterminate character of distribution be 
true, this may have a not unimportant bearing on the problem 
of erecting general equations of prices for all commodities. It 
may well be that just as a determinate equilibrium for wages 
can only be postulated for particular sectional wage-rates, so 
a determinate equilibrium can only be postulated for particular 
commodities in isolation. In this latter case, as we have men- 
tioned above, the postulate of an equilibrium is rendered adequate 
on the assumption that any reaction of the price on the marginal 
utility of income to buyer and seller is so small as to be negligible. 
The price of one commodity is, therefore, determinate on the 
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assumption that the prices of all other commodities remain 
constant. As we pass to more important commodities, such as 
bread in the consumption of the poor, or to larger groups of com- 
modities (for instance, the “‘ two commodities, A and B,” which 
figure in Professor Pigou’s Public Finance), this assumption pro- 
gressively breaks down. To surmount this difficulty, one has to 
introduce general equations of prices for all commodities, and for 
this purpose one has to fall back on the two quantities of utility 
and disutility. By the aid of these two independent quantities it 
is possible to conceive of a double set of equations for the aggregate 
of commodities, to which particular demand and supply curves 
for individual commodities can be related. There will then be a 
general equilibrium of production where utility and disutility at 
the margin are everywhere equal. 

But this retreat only serves us if we can assume these two 
quantities, utility and disutility, as independent quantities. Can 
one in fact do this? Let us imagine that wants generally increase, 
and with them the possible satisfaction to be obtained in the 
aggregate is increased. For instance, new tastes may develop 
for “ talkies ” and greyhound racing. If this is so, will not the 
“ sacrifice’ involved in working two hours overtime also be 
increased in some degree—the loss of pleasurable leisure will now 
be more serious than the mere loss of two hours standing listlessly 
at the corner of the street? In the “ sacrifice’ involved in 
“ waiting ” the point seems even clearer: if the civilised taste 
for the Riviera had not been developed, the “‘ sacrifice ” involved 
in buying War Loan instead would not be so great as it is. Con- 
versely, will not every considerable cheapening of production 
in general encourage and develop new wants and so extend the 
whole utility-curve to a new position? And do we not even in 
certain quite important cases adjust our demand-curve for a 
commodity to the price which we already find on the market 
and to which we have grown accustomed? Indeed, so long as 
we define “ disutility ’’ as a psychic “ sacrifice,” disutility would 
seem to be inseparable from “loss of utility’ and therefore 
correlated with utility; and to treat it as an independent “ con- 
stant ’ would appear to be logically inconsistent with its defini- 
tion. If this be the case, what meaning can the statement have 
that equilibrium is reached where utility and disutility are equal 
at the margin? What meaning is there in speaking of a deter- 
minate point of intersection of two curves when one curve cannot 
move without producing a related movement in the other? The 
matter appears to be further complicated when we are regarding 
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an economic system in which persons who enjoy utilities in con- 
sumption partly constitute a distinct class from the persons who 
suffer the disutilities of production. Under one set of conditions 
the worker will equate a loaf of bread to a day’s labour, under 
altered circumstances to the labour of an hour. If one is to 
speak of a general equilibrium where utility and disutility equate 
at the margin, one must assume a certain relationship between 
the worker’s loaf and his labour, which is itself the result of an 
indeterminate bargain. Had a different bargain, or a different 
scale of production, been arrived at previously, a different relation 
between utility and disutility and a different equilibrium might 
have been established. And it is in this sense that the solution 
of the problem of distribution is logically prior to the solution of 
the problem of value. 

It is this kind of criticism at which I believe many of the 
critics of the modern psychological theory of value have been 
aiming, if a little darkly: for instance, the recently translated 
critique of Bbhm-Bawerk by Bukharin, The Economic Theory of 
the Leisure Class. And it is precisely here, I believe, that modern 
economic theory, so far as it is a consistent system, proves after 
all to rest its apex upon a Hedonistic base. If it can borrow from 
a Hedonistic psychology the conception of two independent 
quantities of utility and disutility, pleasures and pains, then its 
system can retain logical consistency. But this implies that 
“ utility ’’ must mean something more fundamental than “ desire,” 
and that “ disutility” must mean something more fundamental 
than “ sacrifice.” 

Actually the whole tendency of modern theory is to abandon 
such psychological conceptions: to make utility and disutility 
coincident with observed offers on the market; to abandon a 
“theory of value ” in pursuit of a ‘“‘ theory of price.” But this 
is to surrender, not to solve the problem. If he follows this road, 
the economist may have to abandon his claim to pronounce upon 
the macroscopic problems of society and to confine himself to 
the workings of microscopic phenomena; and this would mean 


that the proud title of political economy would come to an end. 
MavricE Doss 


Cambridge. 











CENTRAL BANKING IN SOUTH AFRICA! 


THOUGH a country of no great financial development, South 
Africa is an interesting subject for study from the banking point 
of view. In some respects she is unique. What other country, 
for instance, holding less than two million white inhabitants has 
a Gold Refinery, a branch of the Royal Mint and a Centrai Bank, 
in addition to its ordinary apparatus of commercial banks? But 
then South Africa is the largest gold producer in the world, and 
it is this fact which has made all the difference. 

Disregarding one or two smaller institutions, we may say 
that there are only three commercial banks in South Africa, all 
of them with their Head Offices in Europe: two in England, and 
one in Holland. Occasionally there is some murmuring against 
this fact. Why, it is asked, should not South Africa have her 
own banks directed entirely in South Africa? Well, she has 
had them—the National Bank of the Transvaal Republic, the 
National Bank of the Orange Free State, the Natal Bank, the 
Cape of Good Hope Bank, and many others. Some of these banks 
have been merged in the existing banks and some of them have 
failed. For some reason or other the purely South African 
commercial bank—except the two very small banks already 
referred to—have not survived. South Africa thus contrasts 
with the other Dominions of the Empire, where locally directed 
banks flourish. 

But the smallness of this number is not due simply to the 
non-survival of the local banks. It is due also to the process of 
amalgamation, which has produced the same results in South 
Africa as elsewhere; something too much of concentration, and 
a “plentiful lack” of variety. But if the banks are few the 
branches are many. In fact the opening of branches in a period 
of boom and rather wild competition was much overdone, and a 
few years ago the Standard Bank and Barclays Bank by agree- 
ment closed their branches in many of the smaller dorps. The 
present tendency is again towards extension, and one may say 
that the needs of the public in the matter of branches are very 


1 Read before Section F of the British Association, Johannesburg, August, 
1929. The author is Governor of the South African Reserve Bank, 
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fully met. In 1928 there was one branch or agency for every 
2,657 of the white population. 

To give some idea of how South African banking operations 
compare in size with those of Canada, Australasia and Great 
Britain, the following are the latest figures for deposits for banks 
in those countries :— 


£ 
For Canada ; F : , : 450,000,000 
» Australasia ; , ‘ , 374,000,000 
» Great Britain . , ; .  2,225,000,000 
,, south Africa : . P : 98,000,000 


Besides the ordinary banks, there are other banks of a kind : 
first of all the Post Office Savings Banks with deposits of about 
£6,500,000. There are also some nine private Savings Banks 
with deposits of about £1,500,000. Then there is the Land Bank, 
which is really not a bank at all but a well-managed Government 
institution, established for the purpose of arranging and managing 
the loans made out of the public purse to the agricultural com- 
munity. Its capital, i.e. the amount of its loans plus the amount 
of its reserve of £663,000, amounted at 3lst December, 1928, to 
over £11,000,000. 

In addition to the banks proper and to so-called banks, there 
are many institutions which perform quasi-banking functions, 
such as Building Societies, Boards of Executors, Trust Companies, 
Municipalities : all of which compete with the banks for deposits, 
and do a large loan business. Though they are not banks they 
affect the banking position very considerably, inasmuch as they 
have what are practically very large banking liabilities. I cannot 
give exact figures because they appear in no published statistics 
that I know of, but if I say that these liabilities amount to at 
least £15,000,000, I think I am under rather than over the mark. 
Yet these Associations or Companies are not subject to the legisla- 
tion which affects banks, and so long as they can escape the defini- 
tion of banks, as given in the Currency and Banking Act, they 
need not keep the reserves which that Act imposes on banks. 
In times of difficulty these institutions would have to draw largely 
on the banks, who at such times ought not to have this extra 
drain upon them. If a percentage of reserves is statutorily 
required for one set of cash liabilities, it does not seem wise to 
leave untouched another set of cash liabilities of an exactly 
similar kind. Moreover, legislation of this kind is all the more 
urgently needed when banking functions are being exercised by 
persons who are not bankers. 

















522 THE ECONOMIC JOURNAL [DEC. 


There are three “ People’s Banks” in the Union: (1) Ons 
Eerste Volksbank in Pretoria, (2) the African Saving and Loan 
Association, Ltd., in Bloemfontein, and (3) the Orange Free 
State Teachers’ Association Savings and Credit Bank, also in 
Bloemfontein. The object of these banks is to make small loans 
on equitable terms to persons who otherwise would be obliged to 
resort to the professional moneylenders. It is a great pity that 
there are not more of these genuine ‘‘ People’s Banks ” in South 
Africa. We have had recent legislation dealing with usury, and 
probably it has borne good fruit. But there is no doubt at all in 
my mind that the only effective remedy against usury is the 
positive remedy of ‘ People’s Banks.” 

I have now indicated very briefly something of the banking 
and quasi-banking institutions of the country as they existed 
prior to the War and immediately afterwards. But in the year 
1920 a great change in the banking system of the country was 
introduced. A Currency and Banking Act was passed, the most 
important permanent provision of which was the establishment 
of a Central Bank, bearing the name of the South African Reserve 
Bank, of which I have the honour of being the first Governor. 

The main provisions of this Act, in non-technical language, 
were as follows :— 

(i) The other banks in the course of a year or two were to cease 
issuing notes and the Reserve Bank was to be the sole bank-note 
issuer for the Union for a period of twenty-five years. 

(ii) The other banks were to keep 10 per cent. of their demand 
liabilities and 3 per cent. of their time liabilities on balance with 
the Reserve Bank. (In the original Act this 10 per cent. was 
in two years’ time to be increased to 13 per cent., but this 
arrangement was nullified by the Amendment Act of 1923.) 

(iii) The other banks had to subscribe up to 50 per cent. of 
the Reserve Bank’s capital of £1,000,000 in proportion to their 
size as measured by the amount of their paid-up capital and 
reserve funds. 

(iv) The Board of the Bank was to consist of eleven members, 
viz. the Governor and Deputy Governor, both to be appointed by 
the Governor-General of the Union, three other members to 
be appointed by the Governor-General, three members to be 
appointed by the commercial banks, and three by the stockholders. 

(v) The conditions under which notes may be issued conform 
to the American rather than the English model. Notes have to 
be covered by not less than 40 per cent. of gold, and the remainder 
by trade bills. In England, of course, the system is that a certain 
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amount—called the fiduciary issue—may be covered by securities, 
and everything above that has to be covered by gold. The 
English system has been criticised as not allowing room for 
sufficient expansion. Whereas in South Africa or the United 
States the Central Bank can issue £100 in notes for every £40 of 
gold in its possession, in England the Central Bank can issue only 
£100 in notes for every £100 of gold. As against this it has to 
be remembered that in the reverse process of contraction the 
English system has the advantage in that for every £100 of gold 
withdrawn it has only to withdraw £100 of notes, whereas in 
South Africa, or the United States, the Central Banks have to 
withdraw £250 of notes for every £100 of gold withdrawn. The 
fact of the matter appears to be that for countries which produce 
large amounts of raw material, such as South Africa and America, 
and which consequently are liable to require a large increase of 
currency in the harvesting season, a quickly expanding system is 
the better, whilst for a country like England, which lays itself 
open to large and sudden demands for gold, a less elastic system 
is the better. 

(vi) Under the Act the powers of the Bank are very carefully 
defined, both as to what it may do and as to what it may not do. 

Besides issuing notes and discounting three-months trade 
bills, the Bank is allowed to do none of the main ordinary business 
of an ordinary banker. It may not make advances upon mortgage 
of fixed property, it may not allow interest on deposits, it may not 
grant unsecured overdrafts. It may not make advances on 
ordinary Stock Exchange securities, nor even on Union Govern- 
ment stock, unless the stock is due to be repaid in a few months’ 
time. 

It might be thought that the idea of the framers of the Act was 
to make the Bank a Central Bank according to the purest Central 
Bank theory. Such a Bank, regulating the currency and credit 
of the country through the re-discounting of three-months trade 
bills for the commercial banks and for the outside market, and 
not in any way competing with the commercial banks, would be 
the beau-ideal of the enthusiast for the Central Bank theory. 

I do not think, however, that this was the motive of those who 
framed the Currency and Banking Act. If you examine the 
charters of the various new Central Banks which have come into 
existence since the War, you will find a great likeness between 
them. And the reason for tying them down to very restricted 
powers is fairly obvious. A Central Bank, if properly directed, 
should be a powerful instrument for good; but if it was in the 
No. 156.—voL. XxxIXx. NN 
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hands of people who were unaccustomed to Central Bank ideals, 
and who wanted to run the Bank for profit rather than for service, 
or if it came too much under the influence of a Government who 
were imbued with the popular idea that prosperity and pur- 
chasing power must necessarily go hand in hand, it might do a 
great deal more harm than good. It was necessary, therefore, 
to be careful. 

The transplanting of the Central Bank system from countries 
where it has evolved in the natural course of events to countries 
where it is to be superimposed upon a local banking system is an 
operation which must be done with care, for the reason that 
Parliamentary regulations are a poor substitute for tradition. In 
Europe Central Banking has “‘ slowly broadened down from pre- 
cedent to precedent,’’ but even in the oldest banking countries 
it is of comparatively recent origin. That is to say, that it was 
not till recently, I think I may say almost within my own banking 
lifetime, that Central Banks have fully recognised themselves as 
such. In the middle of last century there were Bank of England 
directors publicly stating that the Bank of England’s chief duties 
were to its own stockholders, and that its public responsibilities 
differed from those of other banks in degree only, if at all, and 
certainly not in kind. On the other hand, at the same time there 
was in existence a certain person, Walter Bagehot by name, who 
was perhaps the first to see something of what central banking 
really meant. His book, Lombard Street, after having been read 
for a generation, either created, or accompanied the formation 
of, modern Central Bank ideas. Towards the end of the century 
the Bank of England, keeping the noiseless tenor of her way, had 
advanced a long way towards being the complete Central Bank. 
Elsewhere in Europe central banking did not develop quite so 
far during those years as it did in England. London, being the 
money market of the world, had more need than any other 
country for a highly developed banking system. 

There was, however, in the early years of the new century a 
great development in another continent. The United States 
had one of their frequent periodical crises in the year 1907, which 
was only one of a long series of illustrations of the inherent defect 
in their banking system, viz. the lack of centrality; and having 
studied the subject by means of a Commission which examined 
all the chief European systems, they set up the Federal Reserve 
system. 

The Central Banks on the Continent were not in the way of 
becoming such purely Central Banks as the Bank of England, for 
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the simple reason that the ordinary commercial banking systems 
themselves were not so highly developed as in the British Isles. 
In France, for instance, the note of the Bank of France is the 
great instrument of payment, and not the cheque, as in England 
and Scotland. Banking, therefore, is far less centralised, for the 
reason that advances by the Bank of France to private customers 
are taken out largely in notes,.and therefore do not at once swell 
the balances of the other bankers with the Central Bank as they do 


-in countries where the cheque system is highly developed. The 


same thing applies to most of the other Central Banks of the 
Continent. The choice before South Africa, whose banking 
system, being founded by Englishmen and Scotchmen (mostly 
Scotchmen), has followed the British system of highly developed 
cheque banking, therefore lay in the models supplied by the 
English and American Central Bank system, and she adopted what 
suited her best from both systems, together with certain points 
derived from the Bank of Java. I may, perhaps, parenthetically 
remark that it is for this reason that in this paper I refer to the 
Bank of England and the Federal Reserve Banks for purposes of 
comparison with the South African Reserve Bank rather than the 
continental banks. 

After the War, Central Banking received a great impulse. 
The International Finance Conference which met in Brussels in 
1920 passed a Resolution that ‘‘in countries where there is no 
Central Bank of issue, one should be established’’; and the 
subject was very generally studied throughout the world, especially 
by those countries which were the most anxious to recover 
financial stability. I do not think that South Africa received the 
impulse to start her own Central Bank entirely from the Brussels 
Conference, because years before that there had been some talk 
on the subject. Moreover, some of South Africa’s own immediate 
post-war experiences turned the thoughts of a good many people 
in the direction of central banking as to a means of preventing a 
congestion in banking facilities, which under the then existing 
system had actually prevailed in South Africa for a short period. 
It was true that the circumstances were very exceptional, but it 
was felt that they might occur again. 

The post-war boom had produced inflation in South Africa 
as everywhere else, and the Government of the day, very anxious 
to get the currency position in order, had appointed a Gold 
Conference, a Currency Committee and a Select Committee in 
quick succession in 1919 and 1920. An embargo had been placed 


on the export of gold at the beginning of the War, but was not 
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made effective till 1917, and though up to this time, and even 
afterwards, gold continued to be in internal circulation, the 
note issues of the banks had been increased from £2,300,000 in 
1914 to £9,200,000 in 1920. The liabilities of the banks had 
likewise risen enormously, from £68,000,000 in 1913 to £138,000,000 
in 1920. With the great rise in prices which these figures imply, 
and with the leakage of gold from the country, which could not 
fail in such circumstances to occur, the banks had a hard task in 
financing the country’s exports. I read in the records of those 
days that for a certain time the banks actually ceased buying 
export bills, and though this period of inability was only a short 
one, the need for a Central Bank by which such a stoppage would 
in future be avoided was doubtless impressed on many minds. 

It has been said that the Union Government jumped at the 
idea of a Central Bank and swallowed it whole without chewing 
it, and it has also been acridly remarked that, whereas the United 
States sent a Commission to gather information from all parts of 
Europe before founding their system of Reserve Banks, the 
Union Government held no proper expert inquiry, but were 
persuaded by the extreme plausibility of one talented adviser, 
Mr. (now Sir Henry) Strakosch. 

This criticism I think goes far astray. It was obvious from 
what I have already said that South Africa must model her 
system either on the British or the American. Moreover, at the 
time of which we speak central banking was far better understood 
than at the time when the United States first began to make their 
inquiries, and its general principles were much more fully grasped. 
Those principles in the first instance required study because 
Central Banks in the older countries had invented themselves in 
a fit of absent-mindedness. There was no conscious effort, no 
bracing of themselves up and saying, ‘‘ Go to, let us create a 
Central Bank.” Compared with the difficult task of establishing 
a new Central Bank on the correct principles, it was a compara- 
tively simple thing for a bank like the Bank of England gradually 
to slide into being a Central Bank: to awake one morning, as it 
were, and find that it had developed into a new kind of institution 
with new duties and new privileges, such as had never before 
been contemplated in the banking world. A few years after 
the Old Lady of Threadneedle Street had been awakened by the 
Fairy Prince in the shape of Mr. Bagehot, it began to dawn on 
the other banks that they were commercial banks as apart from 
Central Banks, and that their own particular Central Bank had 
duties to them, and perhaps that they had duties to it. 
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That, as I have meant to indicate, was a process of evolution, 
an organic growth of gradual adaptation to environment. In 
South Africa it was quite another thing. A Central Bank sprang 
fully armed from the head of the Legislature—perhaps not so 
fully armed as it ought to have been, but sufficient armour was 
doubtless intended. What the framers of the Act had in mind 
may not be entirely clear to those who have only the Act they 
drafted to guide them, but one thing is certain. They were not 
going to take the chance of the new Bank running away with the 
bit between its teeth. There was no sparing of the curb. What 
the Bank might do, and what it might not do, was very particularly 
laid down. 

In England the difficulty of defining a Central Bank’s duties 
never had to be faced. The Bank of England was already a bank 
of long tradition, prestige and power, at the time, now nearly 100 
years ago, when most of the present banks, or their progenitors, 
came into being. It was therefore natural for these banks to 
regard the Bank of England as a bank of a special kind, to invest 
it with a kind of halo, and to be willing to deposit funds with it for 
the purpose of settling clearing differences. This was the way in 
which the Bank of England began to be a Central Bank. It 
was the custody of the other bankers’ balances, and the fact that 
the other bankers could draw out those balances in gold at any 
time, that gradually made the Bank of England responsible for 
maintaining the gold reserve of the country, and the responsibility 
for maintaining the gold reserve of the country was the guiding— 
or shall I say goading ?—principle which inspired or forced it 
towards that ideal of central banking, viz. service first, second and 
all the time, which it has since progressively pursued. 

I have already pointed out that the South African Reserve 
Bank was not allowed to do any of the ordinary business of a 
bank except to discount short trade bills. Doubtless it was a 
wise precaution to restrict the powers of the Bank at the beginning 
until it could learn its way in novel surroundings. But, as in 
South African commerce trade bills play a minor part, the 
restrictions were rather severe. The internal trade of South 
Africa is carried on for the most part by a system of open accounts 
as between wholesalers and retailers, and of overdrafts as between 
banks and their clients. There are a good many promissory 
notes floating about, many of them, of course, representing 
debts incurred for the carrying out of trade transactions, but many 
of them, on the other hand, being accommodation paper of some 
sort; but regular genuine trade bills are not very numerous. 
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Some of the big wholesale houses have them, but they do not 
largely discount them. It follows that as trade Bills are not in 
common use in South Africa, there is no bill market. It is 
perhaps not quite sufficiently appreciated in the big financial 
centres that South Africa has no money market and no bill 
market. Discount brokers, bill brokers, underwriters, et id genus 
omne, are not among the fauna of this country. 

I do not know enough of conditions in other countries where 
new Central Banks have been started to be able to say whether 
their problems have been the same as ours in South Africa. But 
in every country where there is no money market, and where 
either the Government or the other banks are not more or less 
continually in debt to it, the same problem must present itself, 
viz. how without direct competition with the other banks a 
Central Bank can exercise a proper control over credit conditions. 
Later, I shall revert to this subject, but for the present I wish to 
speak about the amendments which were very shortly found 
necessary to be made to the original Currency and Banking Act. 

The Bank started business in June 1921. By the beginning 
of the year 1923 an Amending Act was on the stocks and was 
passed into law the same year. The two chief alterations made 
by this Act were : (1) the rearrangement of the Board of Directors 
and (2) the making of the Reserve Bank note legal tender by 
everyone but the Reserve Bank. As to (1), after about eighteen 
months’ experience the Board with one dissentient had agreed 
that the Government should be requested to amend the Act in 
such a way that the commercial banks should no longer be 
represented on the Board, nor, on the other hand, be required to 
hold the stock of the Bank, and effect was given to this Resolution 
in the Amending Act of 1923. 

By this Amendment the South African Reserve Bank made a 
definite move away from the American to the English model. 
The reason why this step was taken can be explained by a quota- 
tion from the recent work on Central Banks by Messrs. Kisch and 
Elkin, written, of course, some years after our action in this 
matter :—“‘ As the dealings of the Central Bank will be largely 
. with the commercial banks, it is desirable to provide that the 
latter should not obtain control of central banking policy. The 
relations of the commercial banks with trade and industry may 
on occasion colour their view as to what the policy of the Central 
Bank should be. Clearly a policy that should be directed by 
national consideration ought not to be subordinated to the 
interests of the principal customers of the Central Bank.” 
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The other main amendment of the Act, by which the notes of 
the Bank were made legal tender, was dictated by a reason of 
banking convenience. As the law stood it was open to any 
person at any time to refuse to accept Reserve Bank notes and 
to demand gold. Obviously it would have been a great incon- 
venience to the other banks to have to keep a stock of gold as 
well as of notes wherewith to cash cheques drawn on them. 

One of the difficulties from which the Reserve Bank suffered 
in its early days was the lack of good trade bills on which to 
carry that part of its note issue not based on gold. It held 
from time to time a certain amount of bills rediscounted for the 
banks, but these were not enough to give it a living, and Central 
Banks, though not greedy for profits, must make enough to live 
on and pay their way. To assist it in this and also to make avail- 
able for use in this country the large London balances of the 
commercial banks, the Amendment Act of 1923 allowed the 
Bank for the following five years to hold a certain proportion of 
Union and British Treasury bills as cover along with trade bills 
for its note issue. This measure was very useful for a time, but 
lapsed in 1928, when as things had developed it was no longer 
necessary. 

Most Central Banks are obliged by law to buy any gold offered 
to them at a certain price. The South African Reserve Bank is an 
exception. Nevertheless, its policy has always been to buy any 
gold offered to it. Since 1926 it has been under an agreement 
with the gold producers under which it undertakes to buy all the 
gold bullion offered to it by the producers at the rate of £3 17s. 94d. 
per standard ounce. On the other hand, the gold producers 
undertake to sell to the Bank all the gold bullion produced by 
them which they do not sell direct to Great Britain or India. 
Under this arrangement the Bank during the past three years 
has bought £123,000,000 worth of gold. Of this, £72,000,000 
worth was sold in the London market, £46,000,000 worth was 
coined into sovereigns and mostly exported in that form, and 
£5,000,000 worth was sold to India in the form of bullion. 

India, regularly, and South America, spasmodically, have 
taken very large amounts of sovereigns during the last few years, 
and the larger portion of the sovereigns coined were sent to these 
destinations, though a good number also were sent to London. 
These exports are of the nature of sales of gold, not by way of 
settling trade indebtedness with the countries mentioned. South 
Africa’s gold export is in this way entirely different from the gold 
exports of other countries. Whether South Africa is exporting 
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bullion or sovereigns, she is exporting for sale a commodity she 
produces—she is not parting with her banking reserves in order 
to pay for excess of imports. Of course her export of sovereigns 
does occasionally make a drain upon her stock, which requires 
some regulation by the Reserve Bank in concert with the other 
banks. The point is, however, that in South Africa the banking 
system is not dependent on a reservoir of gold which, when 
depleted, has to be refilled from sources outside herself—she has a 
perennial stream of gold flowing within her own borders. 

Owing to its large purchases of gold the Reserve Bank holds a 
dominant position in the Exchange. This will be realised when 
it is considered that in 1928 the whole of the Union’s exports, 
including gold, amounted to about £95,000,000, and that the 
Reserve Bank had the financing of nearly £43,000,000 of the gold. 
Its rate for selling sterling is fixed by the cost of shipping the 
gold to London. 

Owing to its enormous transactions in gold the Bank has very 
large balances in London, which it sells to the other banks or to 
the Government or mining houses. It generally, however, has a 
floating balance in London of from £6 to £8 millions which it 
invests in London prime bank acceptances. It has been objected 
that the Reserve Bank should not use this money in London, but 
should employ it in South Africa. This is an entire misconception. 
The money is, of course, being used in South Africa, because the 
balance in London mertly reflects the balance of the credit which 
has been created in South Africa by the purchase of the bullion. 
If the Reserve Bank balances in London entirely ran off, it would 
mean that the Commercial Banks in South Africa had used up all 
the credit which the Reserve Bank had created in South Africa 
by the purchase of the bullion, for the purpose of buying the 
sterling balances which had arisen from the sale of the gold in 
London. 

The production of gold in large quantities in a country makes 
the position of a Central Bank easier from one point of view and 
more difficult from another. The export of gold is, as a rule, 
a purely commercial process in South Africa. Gold goes away 
every week as a matter of course in the form of bullion. On the 
other hand, there is, as has already been explained, always a 
steady, and sometimes a very large demand for sovereigns. The 
Mint has to be kept in being, and the Reserve Bank decides the 
amount which ought to be sent abroad to be sold as bullion, and 
the amount to be retained in Pretoria and coined into sovereigns. 
If there is not sufficient demand for sovereigns in South Africa 
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or abroad, they accumulate in Pretoria. Then, in order to provide 
balances in London with which to pay for imports, the sovereigns, 
if there is no demand for them elsewhere, must be sent to London 
for the Reserve Bank’s credit with the Bank of England. In this 
way the Reserve Bank easily and almost automatically distributes 
the gold either for sale or to be kept for banking purposes in 
South Africa. , 

Since the Reserve Bank has been in existence there has been 
no boom in South Africa. The first few years were years of 
deadly stagnation after the post-war boom. Doubtless booms 
will occur again. The significant thing to an ordinary Central 
Bank in a boom is that it begins to lose its gold reserves. This 
significance would be less noticeable to the South African Reserve 
Bank, as it continually loses gold in a natural way, and always 
has more gold coming along to fill up the gap. What would be 
significant to the Reserve Bank would be that, if the boom was 
getting out of its depth, the demand for exchange would be 
greater than the supply, and the Bank would have to alter its 
exchange rate. For this reason it seems likely that the exchange 
rate may become an important factor in the regulation of credit 
conditions in South Africa; and for this reason also it is important 
that the Reserve Bank has a close control of the exchange. 

The Reserve Bank has done very little private business, and 
has no banking accounts except those of the other banks and the 
Government, including the railways. It has done some dis- 
counting business for private firms both in inland bills and in 
foreign documentary bills, and this business it holds itself out 
as ready to do at any time at its published bank rate. It has five 
branches in addition to its Pretoria office, viz. Johannesburg, 
Cape Town, Durban, Port Elizabeth and East London, and though 
it does very little business there beyond supplying the banks with 
notes and specie, and taking out of circulation all worn coins and 
soiled notes that come into its hands, its bank rate forms a standard 
discount rate for the country for first-class trade bills. 

The Bank, of course, takes charge of the various Clearing 
Houses, and whereas differences between the banks in each town 
or dorp were formerly very often settled in cash, they are all 
settled now by drafts on Pretoria. By this means a great saving 
in specie holding and transfer is gained. 

As the bankers’ bank the Reserve Bank has a regular business 
in rediscounting bills for other banks, though it must be con- 
fessed that only a small part of its energies and resources are thus 
engaged. It stands to reason, however, and it would hardly 
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need to be said, if some die-hards did not every now and then 
resurge from their last ditches to assert the contrary, that the 
presence of the Reserve Bank in South Africa has greatly in- 
creased the elasticity of credit in the country. Even if the 
Reserve Bank never had more power than it has at present, it 
would stand as a great source of strength in time of need, whether 
such need were caused by prosperity or adversity. The com- 
mercial banks of South Africa are as sound and solid institutions 
as any in the world, and from the point of view of their soundness 
and solidity it might be argued that there is no need for the 
South African Reserve Bank. Just in the same way, and with 
an equal portion of truth, it might be argued that the London 
banks are so strong that there is no need for the Bank of England. 
But I am sure the London bankers would not argue in this way, 
and I do not think that South African banks would do so either. 
Even in ordinary times, and disregarding for a moment the 
exceptional days of crisis, a Central Bank performs the same 
benefit for the daily traffic in the banking world that the pneumatic 
tyre does for the motor-car. It cushions the bumps, and makes 
the whole service easier, smoother, speedier and more efficient. 

Probably the Bank has not fulfilled the expectations of those 
who thought that by its advent rates for advances were to be 
heavily reduced, and thatthe charges for banking facilities generally 
were going to be made much cheaper. As a matter of fact, 
* rates must be proportioned to security. This is a comparatively 
new country, and security is often not of the very best kind. In 
other words, banks in South Africa have to take more risk than 
in many older countries, and rates must therefore necessarily be 
somewhat higher. Considering this and considering the limited 
markets for the realisation of assets in case of need, and consider- 
ing once more the high cost of living, rates are not on the whole 
high in South Africa. In fact, they compare favourably with any 
but those of the first-class financial centres. 

There seems to be a good body of opinion that the powers of 
the Central Bank should be enlarged, and yet I think that that 
opinion is based on the expectation of cheaper money owing to 
the Reserve Bank’s competition with the other banks, rather than 
on a desire for the more efficient carrying out of the Reserve 
Bank’s functions. As a Central Banker, however, the only 
justification for increased powers which I could admit would be 
that they would enable the Bank to maintain a closer touch than 
at present with the country’s credit conditions. Merely to 
compete with the other banks would not assist us to this end. 
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Although it is desirable that in highly developed banking 
countries there should be such co-operation between the Central 
Bank and the commercial banks as would be impossible if there 
were active competition, it is not only or even mainly on that 
ground that I deprecate such competition. The chief reason is 
that it is impossible for a Central Bank to compete effectively 
with the commercial banks and still remain an effective Central 
Bank. I have seen it argued that the English commercial banks 
accept the competition of the Bank of England without grumbling 
because they know that the Bank of England is inspired by 
altruistic motives. But as a matter of fact the Bank of England 
controls credit, not by competing with the other banks in the 
field of their ordinary business, but by doing business at times 
when the other banks are deliberately restraining their activities. 
For instance, at the end of each month and half-year the com- 
mercial banks, desiring to make their position more liquid, call 
in some of their loans to the money market, which then has to 
borrow from the Bank of England. It is the anticipation of the 
rate which may be charged by the Bank of England, when the 
market has to depend on it for a fresh supply of credit, which keeps 
outside rates in some relation to the bank rate. On the other 
hand, if the Bank thinks it necessary to curtail the amount of 
credit, it sells stock or Treasury bills or borrows on them in the 
open market. In this step also there is no competition with the 
other banks. In the United States, again, the Reserve Banks 
do no business at all except with the member banks or the open 
market, and thus do not compete at all with the commercial 
banks for ordinary business. 

It does not seem to be generally understood how almost 
impossible it is for Central Banks to compete effectively with 
commercial banks. To keep its connection together is the vital 
need of an ordinary bank, and to do this it must meet all the 
reasonable, and sometimes the unreasonable, requirements of 
its customers through financial weather fair and foul. But when 
a Central Bank has on its mind the anxious duties of regulating 
credit and maintaining its metallic reserves, it can have no thought 
for its ordinary customers, and therefore it cannot expect to retain 
their custom. The constant tendency for the old true Central 
Banks who have customers is gradually to lose them, and there is, 
therefore, not much temptation for a new Central Bank to go out 
of its way to cultivate a connection of ordinary banking customers. 

There is another reason why active competition with the com- 
mercial banks is almost impossible for a true Central Bank. Any 
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advance or discount made by a Central Bank nearly always 

increases the other banks’ balances with itself and provides them 
with an enlarged capacity for making advances. Let us suppose, 
for instance, that the Central Bank makes an advance of 
£1,000,000, and that of this million £900,000 is paid to the credit 
of the accounts of customers of the commercial banks; a small 
amount might be withdrawn in cash, but in a general way the 
commercial banks’ balances with the Central Bank would be 
increased by £900,000, and with this basis these banks could make 
new advances up to £7,000,000 or £8,000,000, and still retain 
their usual reserve against their liabilities, which would, of 
course, be increased in the same measure. 

Such considerations make a Central Bank very careful how it 
uses its strength. To rush into competition with the other 
banks with the idea of thereby gaining control of the situation 
would be very unwise. Whatever control might be gained in 
this way during a season of prosperity would assuredly be lost 
during a season of adversity, and that is just the time when control 
is most wanted. When the other banks have got to the point 
when they can lend no more is the time when the Central Bank 
should appear on the scene as the saviour of the situation, but it 
could never do this if it had itself been jostling shoulder to shoulder 
with the other banks in an eager competition for business. 

If my arguments are valid it follows that the correct line of 
action to be followed by Central Banks in countries like South 
Africa, possessing neither organised bill markets nor money 
markets, is to do all they can to cultivate the growth of such 
institutions, and meanwhile to find some working substitute for 
them. If the powers of the Reserve Bank were somewhat en- 
larged, without overstepping the limits of a Central Bank’s proper 
sphere, it should be quite possible for the Bank itself to form an 
outside market for certain lines of business without involving the 
creation of the relations of banker and customer, so that it could 
still have freedom to abstain from business, or do business, 
without offence either to its temporary client or to the commercial 
banks. 

Whatever amendments are made to the Currency and Banking 
Act in the future, there are three fundamental restrictions to 
Central Bank activities which I hope will never be abolished, viz. 
the Central Bank should not be allowed— 

(1) to give interest on deposits ; 

(2) to make loans on fixed property ; 
(3) to make unsecured loans in any form. 
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On the other hand, apart from these restrictions, which are so 
severe that real competition with commercial banks is entirely 
precluded, I think that most Central Banks could carry out their 
duties more efficiently if they were not prohibited from carrying 
out any other ordinary well-secured banking transaction of short 
currency. 

That Central Banks are a blessing to the communities which 
are fortunate enough to possess them is, of course, one of the 
first articles of my creed. That in a new country they can imme- 
diately grow to their full stature, and be all that they ought to 
be, is one of the last things I can believe. The few years in 
which the new Central Banks have existed have not been years 
in which there has been a great opportunity for demonstrating 
their usefulness. In South Africa, it is true, very early in its 
career the Reserve Bank had an exceptional opportunity of doing 
so. It is, I think, unquestionable that in the year 1923 it gave a 
convincing proof of its great value by steering the country.through 
what would most probably have been a very bad financial crisis 
if there had been no Central Bank to guide, advise and help. 
But apart from this very illuminating incident it must be granted 
that a Central Bank, which starts its career in the middle of the 
profoundest trade depression which the world has ever seen, has 
not much chance of being able to demonstrate in actual working 
the merits of a central banking system. For a real under- 
standing and appreciation of the true stabilising functions of a 
Central Bank its workings must be examined over a period which 
embraces seasons of great commercial activity, as well as those of 
inactivity and those of moderate activity. 

With or without the enlarged powers to which I have referred, 
the Reserve Bank, with its high percentage of 40 per cent. of gold 
to liabilities both for deposits and notes issued, must in the future 
development of the country be of very great strength to her. 
Indeed I think South Africa has every reason to congratulate 
herself on the strength and solidity of the whole of her banking 
arrangements. If you add to her solid commercial banks a 
solid Reserve Bank, and then add to that her gold mines, her 
Refinery and her Royal Mint, you have a combination unsur- 
passed, if not unequalled, in the world for maintaining her currency 
and finance in a state of stability. 

W. H. CLeea 
South African Reserve Bank, 
Pretoria. 








GROUP ADMINISTRATION IN THE GOLD MINING 
INDUSTRY OF THE WITWATERSRAND ! 


1 


Tue Gold Mining Industry of the Witwatersrand has, in the 
forty-odd years of its existence, produced gold of a total value 
of nearly £1,000,000,000 derived from the treatment of over 
700,000,000 tons of rock. The present output,? of a value of 
£42,000,000 per annum, represents more than one-half of the 
yearly gold production of the world, and, according to an official 
Government estimate made some years ago, there are in South 
Africa a quarter of a million white people and a million natives 
directly and indirectly dependent for their livelihood on the 
activities of the Gold Mining Industry on something like the 
current scale. It will, therefore, be readily appreciated that the 
industry occupies a vastly important position in the economic 
structure of South Africa, and it seems safe to assume that, 
although the facts are well enough known to the people who 
are associated with, or have studied, the organisation and develop- 
ment of the mines, some general description of the administration 
and management of the great undertakings that comprise the 
industry will be likely to prove of interest, and perhaps of value, to 
economists and industrialists and to others, who are concerned with 
the practical application to everyday business practice of those 
sound economic principles which so often it is found more easy 
to endorse than to apply. 

The pioneers of the Gold Mining Industry—the prospectors, 
the diggers, the officials and the financiers—displayed great 
courage, enterprise and energy in exploiting the Witwatersrand 
reef formation, the enormous potentialities of which were, how- 


1 Read before Section F of the British Association, Johannesburg, 
August, 1929. The author is President of the Transvaal Chamber of Mines and 
a director of the Central Mining and Investment Corporation. 

2 During the year 1928 the Companies producing gold on the Witwatersrand 
treated 30,045,100 tons of ore, and extracted therefrom 9,840,698 ounces of gold. 
The working revenue of the Companies was £42,039,869, and the working costs 
£29,598,151; working profit amounted to £12,441,718, from which, after pay- 
ment of taxation and the Government share of profits, dividends amounting to 
£7,980,095 were paid. The sum paid in wages amounted to about £14,500,000, 
of which an amount of more than £8,000,000 was paid to Europeans. 
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ever, undreamt of in the early days. In the year when the first 
crushing of ore took place there was a yield of gold of 23,000 
ounces, but within ten years the production had grown to almost 
2,500,000 ounces. It was during the intervening period that the 
problems of organisation and management had become serious 
and, indeed, acute. As early as 1889 the yield of gold, which 
had then risen to 370,000 ounces, was the product of sixty-five 
Companies and Syndicates, while in 1893 there were actually one 
hundred and eighty-three Gold Mining Companies in the Trans- 
vaal, of which one hundred and four had yielded no gold, most of 
the latter being described at the time as “in a state of develop- 
ment and equipment ”’—a stage from which the majority of 
them never emerged. 

The industry in its youth, as is scarcely surprising, experi- 
enced many vicissitudes. The eager speculative public succumbed 
to the guile of the exaggerated and unreliable prospectuses that 
were often issued. Over-promotion, over-capitalisation and 
over-speculation caused a loss of confidence and resulted in 
periods of deep discouragement and depression. Accurate 
information of results was scanty; administration was haphazard 
and costly, and, according to contemporary reports, the mines, 
generally speaking, were badly and extravagantly managed. 
At the end of 1889 the representative of the British Government 
at Pretoria entertained grave apprehension as to the then existing 
position, and he formally expressed to the newly-established 
Witwatersrand Chamber of Mines the view that : 


“a legitimate statement of the actual resources of the 
great Companies and a wholesome exposure of the gross frauds 
so plausibly imposed on the public . . . a lesser promotion 
and a greater production can alone establish the Transvaal 
mines in the minds of the investing public of Europe.” 


There is no need, for our present purpose, to describe in detail 
the means or the stages by which revolutionary changes in 
management and administration were brought about. The main 
reason for the changes was the sheer necessity for them; the 
young industry of that time could never have acquired real 
stability and could never have had any prospect of healthy 
growth and efficient development in the absence of effective 
organisation and the acquisition by powerful financial Corpora- 
tions, who possessed the confidence of the investing public, of 
such predominant interests as justified them in planning and 
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financing the exploitation of the Witwatersrand field on a great 
scale—a scale unexampled in the previous history of mining. 

By the year 1897, partly in consequence of the work of the 
first Chamber of Mines, which had been started eight years before, 
but mainly as a result of the considerable concentration of the 
control of individual mines in the hands of a few financial groups, 
the general organisation of the industry had taken a form which, 
though comparatively small in scale and imperfect in application, 
nevertheless bore some broad resemblance to the Group system 
of the present day. 

The Transvaal Republican Government appointed in 1897 a 
representative Commission of Inquiry, which was directed to 
furnish to the Executive Committee of the Volksraad a report 
on “ all matters that stood in the way of cr hindered and still may 
hinder the development of the Mining Industry.” The report 
of that Commission and the voluminous and illuminating evidence 
which it considered lie buried and almost forgotten in the pigeon- 
holes of seldom-consulted reference departments, but it is interest- 
ing to discover that at that early date, when the organisation of 
the industry under the Group system was in its infancy, the 
Commission unanimously found that : 


“, . There exist all the indications of an honest adminis- 
tration, and the State, as well as the Mining Industry, must 
be congratulated upon the fact that most of the mines are 
controlled by financial and practical men who devote their 
time, energy and knowledge to the Mining Industry, and 
who have not only introduced the most up-to-date machinery 
and mining appliances, but also the greatest perfection of 
method and process known to science. But for these, a 
good many mines now producing gold would not have 
reached that stage.”’ 


This was, indeed, a striking tribute by an independent public 
body to the achievements of the Group system as it existed over 
thirty years ago, and the greatest credit must be accorded to 
those responsible for the vast improvement which the results 
represented compared with previous practice. 

It may, however, be observed that relatively little of the 
Gold Mining Industry as we know it to-day would be in existence 
if the standards which the Commission of 1897 considered to be 
practically incapable of improvement had remained unaltered. 
In that year the average yield of gold over the whole industry 
was 11-4 dwts. per ton milled, that of the highest grade mine 
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being 32-3 dwts. per ton milled, ranging down to 7-6 dwts. per 
ton milled in the case of the lowest grade mine. Working costs 
averaged 29s. 6d. per ton milled. At the present time—on the 
basis of the figures for the year 1928—the average yield of gold 
for the industry is only 6-55 dwts. per ton milled, that for the 
highest grade mine being 10-8 dwts. and that for the lowest grade 
mine 4-0 dwts. per ton milled. Current working costs for the 
whole industry are 19s. 9d. per ton milled. Average working 
costs thirty years ago were, as mentioned, 29s. 6d. per ton milled. 
There are at present twenty-five Witwatersrand gold mines 
which last year treated 68 per cent. of the total tonnage of ore 
crushed by the industry, every one of which mines had a working 
revenue of less than 29s. 6d. per ton milled, that is, a total revenue 
less than the average working costs in 1897. The average revenue 
of these twenty-five mines was only 23s. ld. per ton milled. 

These comparisons should not, of course, be pressed too far, 
because the circumstances of the industry have changed materially 
in the period under review. For the most part, however, they 
have changed in directions that have imposed greater costs on 
the mines—miners’ phthisis compensation, higher wages, more 
onerous railway and customs rates, the far greater depth of 
workings (one mine is at present working at a vertical depth of 
7,600 feet below the surface), are all factors that have resulted in 
higher costs. It is only because of the enormously increased 
scale of operations, conspicuous, in fact revolutionary, improve- 
ments in mining methods and efficiencies, and the co-operative 
policy followed in coping with the innumerable technical and 
industrial problems that have, from time to time, arisen—much 
of which has been accomplished or facilitated by the Group 
system—that the Gold Mining Industry has not simply survived 
but grown prodigiously. 

I may give another example of what has been achieved by 
the industry under the Group system over a shorter period. In 
1904 a prominent American mining engineer, Mr. Ross Browne, 
made an estimate which, though it was, at the time, regarded 
with the utmost scepticism, is of historical importance as being 
the only scientific comparison of the Rand with gold-mining areas 
in other countries, of working costs under different labour systems. 
He then concluded that under “‘ the most favourable conditions,” 
which ‘‘ most favourable conditions ” included the expectation, 
or rather the hope, of a 50 per cent. reduction of railway and 
customs charges and a radical curtailment of Government regula- 


tions, a working cost basis of 15s. per ton milled might be attained. 
No. 156.—vVoL. XxxIx. 00 
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Since then, however, railway and customs rates have been largely 
increased ; a liability for miners’ phthisis compensation, equal to 
about 6s. per white underground shift (representing a contribution 
by the employer of nearly £100 per annim for each white person 
employed underground), has been imposed on all the gold mines ; 1 
Government regulations are more and not less stringent; and 
yet, in 1928, working costs for the whole industry averaged only 
19s. 9d. per ton of ore milled. If allowance is made for the fall 
in the purchasing power of money between these two dates, the 
figure of 19s. 9d. per ton in 1928 is the equivalent of 14s. per ton 
in 1904. We may, therefore, say that the extreme measure of 
improvement in efficiency and economy that Mr. Ross Browne 
put forward as a theoretically possible achievement has been more 
than attained, notwithstanding that the charges imposed on the 
industry by the Government, which he assumed would be much 
reduced, have, on the contrary, been greatly increased. When 
Mr. Ross Browne estimated possible working costs, under “ the 
most favourable conditions,’ of 15s. per ton, the actual costs 
were, at that time, 22s. per ton milled. As I have said above, 
the comparable figure for 1928, after allowing for the lower 
purchasing power of money, would be 14s. per ton, or a reduction 
in working costs of no less than 8s. per ton, or 36 per cent., in the 
last twenty-five years. 


II 


There are on the Witwatersrand at the present time thirty- 
three gold-producing Companies 2 with a combined issued capital 
of about £36,000,000, the current market valuation of whose 
shares amounts to approximately £66,000,000. Each of these 
Companies is a separate entity, having its own body of share- 
holders electing its own Board of Directors. But the control and 
administration of all the Companies, with one or two minor 
exceptions, are in the hands of one or other of a few large Corpora- 


1 Compensation for silicosis contracted in the gold mines was first introduced 
under the Miners’ Phthisis Act of 1912. At present, in accordance with amended 
legislation, a levy of £800,000 per annum is required to meet the claims of the 
Compensation Fund. There is, in addition, an outstanding liability which was 
estimated by the Government Actuary, as at the 3lst July, 1927, at a present 
value of £5,705,000, this sum representing the present value of the amount that 
would be required to meet existing claims on the Fund if all the mines were 
closed down at this date and no further silicosis was caused. The employers 
are exclusively liable for the provision of this compensation. 

2 A list of these Companies, showing the Groups by which they are ad- 
ministered and their scale of operations in 1928, is given as an Appendix. 











a A eM i | 








1929] GROUP ADMINISTRATION IN GOLD MINING INDUSTRY 541 


tions possessing strong financial resources, long and intimate 
experience of mining enterprises and efficient technical and 
administrative staffs. On the Witwatersrand one such Corpora- 
tion controls fourteen gold-producing Companies, another controls 
six,andsoon. The controlling Corporation holds a share interest 
in each subsidiary Company it controls, which is usually a large 
interest, but seldom anything like a majority interest, and it is 
true to say that, in practice, the control which any one of these 
Corporations exercises is exercised by virtue of the support of the 
general body of shareholders of the individual Companies and 
not by the weight of its own share interest. That support is 
accorded in consequence of the recognition of the economy and 
efficiency of a system which places the ultimate management and 
determination of policy in the hands of an experienced and 
financially powerful Corporation, whose record and prestige, and 
whose responsibility to its own shareholders, are a guarantee of 
efficient and honest administration. The controllirig Corporation, 
or Group, ensures the effectiveness of its control by having, 
with the approval of the shareholders, the necessary number 
of its nominees on the Boards of Directors of the individual 
Companies and by acting as the Secretaries and Consulting 
Engineers and Technical Advisers of the subsidiary concerns. 
It is sometimes said and assumed that the influence of the general 
body of shareholders under the Group system is purely nominal, 
and that the power of the controlling Corporation, when exerted, 
is, by virtue of its shareholding, overwhelming. This, however, 
is a misconception. Among the various Gold Mining Companies 
of which I myself happen to be a Director there is one with 
9,157 shareholders, another with 6,550 shareholders, a third with 
6,345 shareholders. The fact is that the Group system—the 
control of a group of mining companies by a single Corporation— 
depends ultimately for its continuance upon the support and 
confidence of the general body of shareholders of each of the 
individual Companies. 

At this point I may perhaps refer to the suggestion sometimes 
made, that the individual shareholder is placed at a disadvantage 
by the fact of the administrative and technical direction being in 
the hands of a Corporation, which is also a shareholder in the 
Company it controls. The implied criticism or suspicion is that 
early knowledge of results and of favourable or unfavourable 
developments enables the possessor of that knowledge to take 
advantage of it for the purpose of dealing in shares. It should, 


however, be obvious that the individual shareholder in any 
002 
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industrial enterprise has to trust somebody, has to rely on the 
bona fides and fair-dealing of some managerial and administrative 
organisation. It is absurd in principle to suppose or claim that, 
though the general body of shareholders can trust the good faith 
of a Board of Directors—composed of people who are themselves 
shareholders—controlling the affairs of a single Company, it 
should not trust a Board of Directors or a controlling Corporation, 
when it happens to look after the interests of several Companies. 
It is simply a matter, in any industry under any form of organisa- 
tion, of having people in charge of the administration, who display 
a full and honourable appreciation of their obligations to share- 
holders, and whose record reveals a faithful discharge of their 
responsibilities. There is no industry in the world of which I 
have any knowledge where the general body of shareholders is 
furnished at regular intervals with the volume of information 
concerning the affairs and results of individual Companies that 
is given by the Gold Mining Industry. Every month a statement 
is issued by each Company showing the tonnage treated, the total 
revenue, working costs and the profits earned; this is supple- 
mented every quarter by a longer official report sent to every 
registered shareholder in South Africa and overseas and published 
in the Press, giving details of working results and of development 
operations and any matter of general importance; every year 
there are the unusually comprehensive Directors’ Reports and 
Accounts, accompanied in most cases by separate reports by the 
Manager of the mine and the Consulting Engineer, and at the 
Annual Meetings the affairs of the Company are fully reviewed 
and discussed. It is, further, the regular practice to publish 
special official announcements whenever anything of exceptional 
importance occurs. Rumour, of course, plays a part in share- 
market operations, but the wise shareholder in a producing 
Company is he who relies and bases his actions upon the official 
information supplied, which is designed to give a representative 
indication, taking proper account of unfavourable as well as 
favourable features, of the position at any time or over any given 
period. 


Il 


Having explained how administrative control under the 
Group system is established and maintained, I proceed to a 
brief outline of the essential features of the system in operation— 
how it works and the services it performs. The individual 
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Companies are, as I have already stated, separate corporate 
entities, each mine having its own staff—managerial, technical 
and secretarial. Although there are superimposed upon the 
individual managements, firstly, the decisions of the Directors 
and the general policy determined from time to time by the Board, 
and, secondly, the advisory and supervisory services of the 
Group organisation, individual managerial authority and responsi- 
bility are jealously safeguarded and upheld, there being no attempt 
to cause the Group administration to function as a sort of super- 
manager or in any way that might tend to discourage the initiative 
of, or undermine the authority exercised by, the individual 
manager in discharging the duties of his important and responsible 
position. 

The Group—an expression I shall now use in preference to 
that of the controlling Corporation—is, however, able, while 
encouraging the best efforts of the separate managements, to 
render to the individual Companies a variety of valuable~services 
which would not otherwise be available to them, except at 
excessive and, in many instances, prohibitive cost. The Group 
maintains staffs of Consulting Engineers, Consulting Mechanical 
and Electrical Engineers, Consulting Metallurgists and other 
technical experts whose energies are devoted to the major technical 
problems of the mines under their supervision, to co-ordination 
of practice, and to the introduction of improvements in methods 
and appliances that the experiments and investigations constantly 
in progress frequently succeed in producing. The technical 
officials of the Group, chosen for the particular positions they 
occupy because of their possession of exceptional qualifications and 
experience, provide, in themselves, a complete and exceptionally 
efficient organisation, the full strength of which is immediately 
available to the individual Company—to the struggling Company 
no less than to the prosperous Company—whenever a difficult 
problem arises, whenever large questions of the expansion or 
curtailment of operations are under consideration, and whenever 
there have to be decided such matters as the opening up of new 
mining areas, involving decisions as to the sinking of shafts, the 
lay-out of workings, the installation of machinery and equipment, 
and the undertaking of capital expenditure programmes that are 
often of great magnitude. 

The Group organisation also acts as the Head Office and as 
Secretaries of the individual Companies, and in that capacity 
performs innumerable services, only a few of which I need detail. 
It undertakes all the work required for the purposes of the 
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Board Meetings and Annual Meetings of the respective Companies ; 
it keeps the Share Registers and effects all registrations and 
transfers of shares; it arranges all insurances—the importance of 
this work alone is indicated by the fact that the total insurances 
of one kind or another placed and maintained by one Group for 
the mines under its control amount to about £43,000,000; it 
handles all estate and land transactions, all taxation, claim 
licence and phthisis compensation questions, and it is responsible, 
in consultation with all the authorities concerned, for the formula- 
tion of the numerous internal regulations that are designed to 
ensure, and do in fact ensure, a substantial measure of uniformity 
of practice throughout the mines of the Group. Another service 
deserving special mention is that performed by the Buying 
Department. The purchasing of supplies for the individual 
mines is undertaken by the Group organisation, and it is an arrange- 
ment that has proved conspicuously successful and remarkably 
economical. The merits of the system are that centralisation 
allows the smallest mining consumer of a particular commodity 
to secure the advantage of the more favourable prices that apply 
to the collective Group contracts for that commodity; the scale 
of purchases enables the Department to conduct, where advisable, 
systematic laboratory tests of the articles supplied; the concen- 
tration of orders facilitates standardisation on products of 
proved reliability and ensures that prices shall always be con- 
sidered in relation to quality. The magnitude of mining purchases 
and the control of buying by the Group are conditions that have 
at one time or another aroused suspicion, in the minds of people 
predisposed to criticise the industry on any real or fancied ground, 
that here must be a case where the Group is able to plunder and 
probably has plundered the individual Company. The Union 
Government appointed a Commission some years ago to consider 
the position of the poorer mines with a precarious future, and the 
Commission investigated an allegation that centralised buying 
by the Groups was conducted at extravagant cost. The result 
was illuminating, and I quote the finding as representing a signal 
justification of the Group system. In its report this Government 
Commission stated : 


‘Some witnesses expressed the opinion, unsupported by 
evidence, that undue or hidden profits amounting to, it was 
alleged, 2} per cent. and even 4 per cent., were being made 
by the controlling houses in purchasing stores for the 
mines.” 
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The Commission ascertained, after a full investigation, that it 
was the prevailing practice of the controlling houses to debit the 
mine with the actual cost of conducting the Buying Departments. 
The accounts for a period of one year were examined; the value 
of the stores bought by all the Groups for that year was approxi- 
mately £10,500,000; the total commission and buying charges 
in respect of those purchases averaged -52 per cent. In the case 
of one Group, which purchased stores to the value of £4,500,000, 
the buying cost to the mines was only -22 per cent. As was to 
be expected, the Commission concluded that “an average cost 
of -52 per cent., i.e. 14d. in the £, is an exceedingly low buying 
cost.”” Though these figures relate to the experience of some 
years ago and are quoted because they were the subject of inquiry 
by, and received the confirmation of, a Government Commission, 
the same system is still in full operation and the average cost to 
the mines is certainly not higher than it was then. These facts, 
I suggest, throw an illuminating sidelight on the Group system 
in actual practice. 

These are not, however, all the services the Group performs. 
The individual Groups have, of course, different systems, all of 
them efficient and successful, but differing both in respect of 
actual organisation and comprehensiveness to an extent com- 
mensurate with their needs. The Group with which I am best 
acquainted has a Medical and Sanitation Department under highly 
qualified professional direction, whose business it is to supervise, 
assist and co-ordinate medical and hygienic practice on the mines 
and in the native compounds; other activities are the maintenance 
of metallurgical and mechanical research laboratories and, as a 
further example, a separate Department concerned with the 
measuring and distribution of electric power and compressed air, 
the purchases of which, in the case of this Group alone, amount to 
£1,187,500 a year. 

We come now to the matter of the cost imposed on the 
individual mines for the services the Group organisation renders. 
These services include all the work of the Head Office and the 
technical, secretarial, buying and other staffs I have detailed, 
and much else that I shall not attempt to enumerate. Here, 
again, the question of costs has been the subject of investigation 
by a Government Commission. I should emphasise that none of 
these official inquiries has ever been instituted in consequence of 
grievances entertained or criticism expressed by shareholders ; 
the Government of the day has been moved to inquire into the 
affairs of the industry on numerous occasions, sometimes for 
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public reasons and more often because at the time the industrial 
situation or employment problems were regarded, rightly or 
wrongly, as having become matters of political importance. The 
Commission to which I have referred—the Low Grade Mines 
Commission—found that : 


“the witnesses who expressed the opinion that Group 
control and Head Office administration was an expensive 
and largely unnecessary incubus upon the mines were unable 
to produce any direct evidence in support of this view. The 
opinion was apparently held in some quarters that important 
and far-reaching economies amounting to several shillings 
per ton could be effected in this direction. We therefore 
went to some length in obtaining facts in regard to this 
matter. ... 

“The Group organisation, in which a staff of experts 
in various branches . . . is maintained and placed at the 
disposal of the mines of the Group should obviously be 
advantageous to the individual mines. It tends to make 
available to all the mines of the Group the services of those 
men who have shown themselves most capable in their 
profession, and, if central control is not overdone, must be a 
more efficient and economic system than the maintenance of a 
similar but probably inferior staff by each mine. . . .” 


The facts, as ascertained by the Commission, showed that the 
Head Office and administration expenses ! for all the producing 
Companies on the Witwatersrand amounted to 6-3d. per ton 
milled. At the present time, these costs for the whole industry 
average even less than they did then. These figures and facts 
appear to me conclusively to prove that an exceptionally efficient 
and comprehensive administrative and technical organisation in 
the Mining Industry is maintained at remarkably low cost. 


IV 


The controlling Corporation, which makes the Group system 
possible, also performs services and undertakes large responsi- 
bilities of a financial, as distinct from an administrative, character. 
Under its auspices, new mining prospects are investigated, new 
mining fields are explored and new Companies are promoted. 


1 These expenses include the following charges :—Secretarial, Transfer, 
Buying, Consulting Engineers and other Head Office fees; London and Paris 
offices; Stationery, Printing, Advertising and Telegrams; Directors’ and 
Auditors’ fees and Sundries. 
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Existing Companies within the Group look to the Corporation for 
assistance in times of financial stress, and are usually able to 
secure it—as experience proves—on terms which would never 
be entertained by a Bank or similar financial institution. It is, 
of course, perfectly true that controlling Corporations are not in 
their business actions actuated by philanthropic or altruistic 
motives. They take big risks in the hope of ultimately securing 
commensurate rewards, but there is something additional to that 
consideration which affects the attitude of the Corporation towards 
the financial problems of the individual Company. It is the factor 
of prestige and good faith. The Corporation that has made 
itself responsible for the promotion of a mining enterprise and 
subsequently for its control and administration feels and accepts 
an exceptional measure of responsibility for seeing the subsidiary 
Company through financial trouble. Sometimes the best efforts 
and the utmost help fail to achieve success, but, on the other hand, 
numerous outstanding examples could be given where bold 
financial action has transformed unpromising and even desperate 
situations and converted into success many a mining enterprise 
that had trembled on the brink of failure and extinction. 


V 


Following upon my description of the Group system of adminis- 
tration, I must now, to complete the picture, give a brief outline 
of the Mining Industry in its representative capacity and of the 
activities of the industry where it functions as a whole. The 
Transvaal Chamber of Mines is an association of representatives 
of the gold and coal mining Companies of the Transvaal. It 
is designed by its Constitution to facilitate discussion of all 
matters of mutual interest, and to formulate, as far as may be 
feasible, a common policy in respect of such matters as employ- 
ment conditions and industrial relationships, legislation and 
Government action, accident prevention, the minimising of the 
risks of phthisis, the provision of adequate supplies of native 
labour, and the management of certain subsidiary industries and 
organisations that serve the industry in general. The powers 
and functions of the Chamber of Mines are—in all important 
respects—exercised by a small supreme Executive known as the 
Gold Producers’ Committee, which is composed of representatives 
of the Groups. Under the chairmanship of the President, for the 
time being, of the Chamber of Mines, assisted and advised by a 
staff of experienced and well-qualified officials, this Committee 
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decides all important questions of policy. The Chamber of Mines 
has no administrative or managerial authority so far as the 
Groups or the individual mines are concerned, and, in actual 
practice, the decisions of the Gold Producers’ Committee are 
invariably decisions by the general consent of all the Groups and 
interests affected. Under the auspices of the Chamber various 
advisory Committees regularly function—the Technical Advisory 
Committee, comprising the chief Consulting Engineers of the 
Groups, and Committees which meet when required, representative 
of the Consulting Mechanical Engineers and Metallurgists, the 
Mine and Head Office Secretaries, the chief Buyers of the Groups, 
and certain others. 

Closely related to the Chamber of Mines and under its control 
are two co-operative Corporations that respectively undertake 
all the recruitment and provision of native labour for the mines 
from British South Africa and Mozambique. There are over 
200,000 native employees in the industry. Some indication of 
the scope and importance of the work is afforded by reference 
simply to the number of native workers concerned, but this, in 
itself, conveys but a small idea of all that is involved. Very few 
of the gold mines of the Witwatersrand could exist except upon 
the basis of the bulk of the physical labour being performed by 
natives who throughout the Gold Mining Industry are employed 
in relation to the white employee in the ratio of about nine to one. 
The conditions of employment for natives in the industry—taking 
wages, food, accommodation and medical attention into con- 
sideration—represent outstandingly the best standard in South 
Africa under which native workers are employed in large numbers. 
The Native Recruiting Corporation, which is responsible for the 
supply of British South Africa natives for the mines, and the 
Witwatersrand Native Labour Association, which handles the 
supply from the adjacent Portuguese territory of Mozambique, 
have an enormous field to cover in arranging for a regular and 
adequate flow of labour. The natives, before being engaged at 
their homes, are medically examined, the terms of their engage- 
ment are embodied in a contract which is explained to them by 
the Magistrate of the district, and transport from remote parts 
has frequently to be provided. On arrival in Johannesburg, the 
natives are accommodated at and pass through the great Central 
Compound—a Compound which has dealt with over 1,250,000 
natives even in the last ten years—of the Recruiting Corporations, 
and, after all matters concerning passes and passports and further 
medica] examination have been attended to, they are sent to the 
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mines for which they have chosen to work or to which, with their 
consent, they have been allotted. Full arrangements are also 
made for repatriation to their homes when periods of service have 
expired. While the natives are in employment, their interests 
receive organised attention. If they become medically unfit, 
they receive the best hospital and medical treatment. I may 
mention that the hospital accommodation for natives on the gold 
mines—provided by the mines themselves—consists of fourteen 
separate hospitals with some 2,400 beds. 

Safe-keeping and transmission of money is arranged; an 
intelligence department deals with inquiries of a domestic nature 
regarding the natives’ homes or relatives. In Mozambique the 
Witwatersrand Native Labour Association has, with the permission 
of the Portuguese authorities, made roads, built chains of sub- 
stations and rest camps leading to the central receiving depots, 
where the natives are examined and given suitable clothing and 
prepared for their journey to the Rand. . 

One satisfactory proof of the efficiency of the organisation, 
the confidence reposed in it by the natives and their satisfaction 
with conditions of employment, is the increasing number of natives 
who come to the mines without the intermediary of any recruiter, 
and the large percentage who renew their contracts over and over 
again. The cost of all the work involved in the recruitment of 
natives for the industry and all the other services performed by 
the two recruiting organisations amounts to 3-3d. per native shift 
worked on the mines. 

The largest and best-equipped gold refinery in existence 
operates on the Witwatersrand through the medium of the Rand 
Refinery, Ltd., an undertaking established in 1921 and owned 
and controlled by the Mining Industry. In 1928 some 10,559,000 
ounces of fine gold were refined, this total, which included gold 
from Rhodesia and the outside mines of the Transvaal, repre- 
senting 54 per cent. of the whole gold production of the world. 
In addition, 1,000,000 ounces per annum of silver are extracted 
from the bullion and refined. The gold is marketed in conjunction 
with the South African Reserve Bank, whose effective co-operation 
with the industry in this important matter is not the least of the 
valuable services which the Reserve Bank, under wise direction, 
renders to South Africa. It may be of interest to mention that 
a competent authority has estimated that since its inception eight 
years ago the operations of the Rand Refinery have saved the 
Mining Industry more than £1,000,000. 

An organisation is maintained for dealing with compensation 
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for injuries to employees caused by accidents arising out of and 
during the course of their work. This is the Rand Mutual Assur- 
ance Company, which includes every Mining Company of import- 
ance on the Rand. Practically the whole of the compensation in 
respect of accidents to mine employees is dealt with by the 
Company, which is managed by a Board of Directors representing 
the various Mining Groups. The advantage of these arrange- 
ments is that injured employees have their claims dealt with 
promptly and fairly in a spirit of sympathy by a Company which, 
representing the employers, does not concern itself merely with 
paying compensation claims, but tries to mitigate the conse- 
quences of injuries by supplying, free of charge, the most com- 
petent medical, surgical and other treatment. The Company 
deals with claims in a spirit of fairness rather than on fixed, rigid 
lines, and very few cases are referred to the Courts. It has paid 
out over a million and a quarter sterling in compensation to white 
workers since the Workmen’s Compensation Act came into force. 

It is not the policy of the industry to manufacture the com- 
modities it consumes, except in a few instances where, because of 
special circumstances, it has been compelled to do so in order 
to secure large savings otherwise unprocurable. In general, the 
industry has been well served by the commercial and manufactur- 
ing community, and the only conspicuous case where it has 
undertaken manufacture on its own account is in connection with 
the production of certain largely-consumed steel products, and 
here the saving secured by the co-operative manufacturing enter- 
prise, calculated on the basis of the cost of imported supplies, is 
estimated to be approximately £60,000 per annum. 

I should like to tell of the other activities of the industry in 
its representative capacity—its large participation in the work 
of the world-famous Medical Research Bureau, for the initiation 
of which it was financially responsible; its provision of Miners’ 
Phthisis Sanatoria, and its financial and general support of the 
Government Miners’ Training Schools. Without, however, going 
into further details, there are two fact specially to be noted. The 
first is that the co-operative activities of the Mining Industry are 
greatly facilitated and, in my view, are only rendered possible in 
their present acceptable and effective form by the existence of the 
Group system; the second is that expenditure on the Chamber 
of Mines organisation and all the subsidiary undertakings—the 
native recruiting associations, the gold refinery, and the rest—is 
distributed through the Groups over the individual Companies 
that comprise the industry at cost and nothing more. 
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VI 


Before concluding, I must, in advance, make reference to the 
comment, certainly to be expected from the critic, that, acceptable 
and successful as the Group system I have been describing may 
have proved on the Witwatersrand, it is, nevertheless, a system 
or an organisation that applies-to an industry whose product is 
in universal and unlimited demand at more or less a fixed price, 
and that it does not therefore necessarily possess any interest for 
or promise any advantage to industrial groups concerned with 
the production of commodities under competitive conditions. Let 
me say at once that, in expounding and emphasising what I con- 
ceive to be the merits of Group administration in the Gold Mining 
Industry, I am not claiming that that form of industrial organisa- 
tion is perfect or that, in essentials, it is unique. I do, however, 
suggest that its success on the Witwatersrand is undoubted and 
has not been dependent on the fact that the product of the 
industry is gold, which in popular estimation sells itself—an in- 
correct assumption, as it happens, for there are many complexities 
connected with the marketing even of gold. The financial 
Corporations that dominate the Gold Mining Industry have, 
however, many interests other than their interests in gold mines, 
and it is significant that the essentials of the Group system have 
been successfully applied to the administration of many of their 
other competitive enterprises. 

A notable example is that of coal. The Coal Industry of the 
Transvaal—the output of which in 1928 amounted to 7,670,000 
tons at an average pit-head price of 4s. 11-6d. per ton—is associated 
with the Chamber of Mines, and its administration under the 
Group system has found final expression in the organisation of an 
Association of Collieries—now of many years’ standing—which 
fixes production quotas and controls domestic and export market- 
ing operations and policy. The only point, however, that I 
wish to make is that the Group system has proved applicable, 
beneficially applicable, to the Transvaal Coal Industry, under 
competitive marketing conditions. 

The new Platinum Industry of the Transvaal was inaugurated 
and has been developed under the Group system. The future of 
the Platinum Industry may perhaps be regarded as problematical, 
but one producing Company has already, in the course of opera- 
tions extending over only about three years, sold platinum to 
the value of over £300,000, and everyone acquainted with the 
platinum price situation will acknowledge that the marketing 
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problem of the Platinum Industry is a delicate and difficult 
one. 

There is evidence—to go further afield—of the success that has 
attended the broad application of the Group system to the oil 
and other enterprises in different parts of the world of the 
Corporations that figure prominently in the Gold Mining 
Industry of the Witwatersrand; and it may also be noted that 
the exploitation and development of the copper fields of Northern 
Rhodesia, whose potentialities are literally enormous, are in a 
large measure being carried out under substantially the Group 
system of control and administration. 
JOHN MarTIN 


Johannesburg. 
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Tons | Fine ounces Value. 
milled. declared. £. 
ANGLO-AMERICAN CORPORATION : 
Brakpan Mines, Ltd. 1,016,500 387,560 1,646,250 
Springs Mines, Ltd. . 830,600 | 403,869 | 1,715,526 
West Springs, Ltd. 647,300 211,181 897,040 
2,494,400 | 1,002,610 | £4,258,816 
ANGLO-FRENCH EXPLORATION Co.: 
New Kleinfontein Co., Ltd. 612,900 | 139,261 | £591,543 
CENTRAL MINING-RAND MINES GROUP: 
City Deep, Ltd. 1,027,000 306,034 1,299,950 
Cons. Main Reef Mines and Est., "Ltd. 718,900 274,109 1,164,340 
Crown Mines, Ltd. . 2,611,000 853,734 | 3,626,433 
Durban Roodepoort Deep, ‘Ltd. 468,100 159,484 677,445 
East Rand Proprietary Mines, Ltd. 1,685,700 440,848 1,872,602 
Ferreira Deep, Ltd. 399,800 80,767 343,076 
Geldenhuis Deep, Ltd. 774,500 168,888 717,392 
Modderfontein B. Gold Mines, Ltd. 830,000 312,653 1,328,066 
Modderfontein East, Ltd. 744,500 232,575 987,916 
New Modderfontein G. M. Co., Ltd. 1,662,000 898,552 3,816,806 
Nourse Mines, Ltd. . = 720,200 213,271 905,918 
Rose Deep, Ltd. ‘ 663,400 137,970 586,059 
Village Deep, Ltd. . A 659,500 181,369 770,407 
Wolhuter Gold Mines, Ltd. ° 356,100 80,800 343,217 
13,320,700 | 4,341,054 |£18,439,627 
GENERAL MINING AND FINANCE CorR- 
PORATION : 
Meyer and Charlton G. M. Co., Ltd. 202,700 53,413 226,884 
Van Ryn Gold Mines Estate, Ltd. P 464,800 116,993 496,955 
West Rand Consolidated Mines, Ltd. . 643,000 163,558 694,750 
1,310,500 333,964 | £1,418,589 
JOHANNESBURG CONSOLIDATED INVEST- 
MENT Co.: 
Government Gold Mining Areas 2,383,500 | 1,080,121 4,588,062 
Langlaagte Estate and G. M. Co. 969,000 303,132 1,287,623 
New Primrose G. M.Co., Ltd., Jan. June 61,700 15,794 67,089 
New State Areas, Ltd. : 908,000 381,021 1,618,474 
Randfontein Estates G. M. Co., Ltd. 2,500,000 567,707 2,411,466 
Van Ryn Deep, Ltd. ‘ 759,000 300,366 1,275,874 
Witwatersrand G. M. Co., Ltd. 630,000 132,476 562,722 
8,211,200 | 2,780,617 |£11,811,310 
NEw ConsoLipaTtED GOLD FIELps : 
Robinson Deep, Ltd. : 918,400 254,033 1,079,063 
Simmer and Jack Mines, Ltd. 898,200 216,774 920,798 
1,816,600 | 470,807 | £1,999,861 
Union CORPORATION : 
Geduld Proprietary Mines, Ltd. 979,000 305,980 | 1,299,720 
Modderfontein Deep Levels, Ltd. 530,300 280,246 | 1,190,409 
1,509,300 586,226 | £2,490,129 
SunpRY COMPANIES : 
Luipaardsvlei Est. and G. M. Co., Ltd. 244,200 63,207 268,486 
Witwatersrand Deep, Ltd. . 525,300 122,952 522,267 
769,500 186,159 790,753 
Miscellaneous 66,490 282,432 
Total—WITWATERSRAND 30,045,100 | 9,907,188 |£42,083,060 























INTERCHANGE BETWEEN SOCIAL CLASSES 


Despite the important rdle which the idea of social class has 
played both in social theory and in political movements, very 
few scientific studies exist of the nature of class differentiation 
and its conditions. Marx and his followers have sought to 
relate the various forms of social stratification to modes in the 
forms of production, but it would seem on an inadequate inductive 
basis, at any rate as far as modern conditions are concerned. In 
recent times efforts have been made, under the influence of 
biological ideas, to determine the relation between forms of social 
groupings and differences in physical and mental characters 
between individuals and groups. These are held to afford 
material for the agencies of social selection and thus to influence 
social differentiation in greater or lesser degree. But studies on 
these and other lines have suffered from the absence of an adequate 
classification and the lack of agreement with regard to the criteria 
of class, which makes effective comparison of the results arrived 
at by different investigators extremely difficult and precarious. 

The difficulties of classification are due, among other things, 
to the fact that social differentiation is psychologically conditioned 
and that as yet there exists no generally accepted technique for 
the observation, analysis and record of the behaviour of social 
groups in relation to one another. When psychological analysis 
has been attempted at all, it has generally been in the direction of 
determining the ends or interests which classes have in common, 
with the result that writers have tended to deny the reality of 
class distinctions or to minimise them, in cases in which it was not 
possible to point to definite cohesive groups clearly aware of their 
interests as groups. But social classes are not associations to be 
defined by their ends or purposes, but groups of individuals 
related to one another by much vaguer, though not less powerful 
psychological attitudes, and which only under certain conditions 
come to be conscious of a class purpose. It is extremely difficult 
to say what one is conscious of when one is class conscious, but the 
following psychological factors would seem to form part of the 
situation. There is firstly a “ feeling of kind ” as it may be called, 
in relation to members of one’s own class, a confidence that one 
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can meet them on equal terms. There is, secondly, a feeling of 
inferiority in relation to those above in the hierarchy, and, thirdly, 
a feeling of superiority in relation to those below. All these states 
of mind, which psychologists would interpret in terms of the theory 
of “sentiments ” are extremely complex, partly because of the 
large number of gradations in the social hierarchy, the continual 
intersection of levels in mobile societies, and partly because the 
sentiments of equality, inferiority and superiority admit of 
subtle and intricate forms of inversion and compensation. Prima 
facie the determinants of these feelings and attitudes are to be 
found in differences in mode of life, educational standing, amount 
and intimacy of association between members of different groups, 
and the various factors, political and economic, which make for 
confidence and assertiveness on the one hand and submissiveness 
and negative self-feeling on the other. It must be confessed that 
scientific sociologists have hardly even begun to study these 
matters, which are often treated with greater insight by novelists 
and essayists. 

In the present investigation 1 I have endeavoured to deal with 
a small portion of this large question by seeking to obtain a 
measure of the degree of movement between social classes, the 
reality and importance of the “social ladder.” In what is no 
more than a preliminary inquiry, I have had to content myself 


with taking fairly readily identifiable groups, namely those which 
are indicated by mode of occupation, on the ground that from 
the latter may generally be inferred a person’s mode of life and 
educational standing and therefore his social class, if we under- 
stand by this term a group of people who meet one another on 
equal terms. I have distinguished the following categories : 


Class I. includes professionals, employers I, own account I. 

Class II. includes employers II, own account IT, salaried. 

Class III. includes wage earners, skilled, semi-skilled and 
unskilled. 


I found subsequently that my classification coincided very 
largely with that adopted by the Registrar-General (Decennial 
Supplement, Pt. II, 1921). He distinguishes five social grades :— 
I, Upper and Middle. 2, Intermediate. 3, Skilled. 4, Inter- 
mediate. 5, Unskilled. The details supplied in the report referred 

1 T am greatly indebted to Mrs. Cressmann (née Loch) for her invaluable and 
untiring assistance throughout this laborious piece of work. Thanks are also 


due to Mr. J. Rumyaneck who helped me in the initial stages of the inquiry. 
No. 156.—voL. XXxIXx. PP 
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to have been of great assistance to me in dealing with my data. 
These include :— 


A. Information derived from answers to a Questionnaire. 

B. MS. records of admissions to Lincoln’s Inn. 

C. Information derived from Prof. Bowley’s investigations 
into the social conditions of five towns. 


A. THE QUESTIONNAIRE ! 


This was circulated in the years 1927-8 among University 
teachers and students, teachers in training colleges, second-class 
civil servants, clerks and other salaried officials and wage earners. 
They were asked to state their occupation, 7.e. the kind of work 
they did, and their employment, i.e. whether they were employers 
or working on their own account, and if they were working for 
others whether they were salaried or wage earners, and to supply 
similar information relating to their fathers, grandfathers paternal 
and maternal, brothers and sisters if working. The following 
table shows the occupational range and sex distribution of those 
who filled in the form : 


Total. Women. 


Student group . : ; . 580 252 
Teachers group : : 872 537 
Professional . : F i 113 21 
EmployersI . , P F 2 — 
Employers II . ; ; : 29 1 
Own account II . ; : 33 5 
Salaried . : : : : 765 88 
Wage earners . - : : 450 27 





2,844 931 


1 I wish to thank the following for their kind co-operation in the circulation 
and collection of the questionnaire forms : The Principals of Avery Hill Training 
College, The London Day Training College, The Diocesan Training College, 
Bristol, The Training College, Darlington, St. Peter’s College, Peterborough, 
Whitelands Training College, London ; The Provost of University College, London ; 
The Organising Secretary of the Extension Board, University of London; The 
Students’ Union of the London School of Economics; Mrs. H. Reid of Bedford 
College, London; Prof. J. E. Neale; Miss Monkhouse; Mr. Arthur Pugh of the 
Iron and Steel Trades Confederation; Mr. A. G. Walkden of the Railway Clerks’ 
Association; Mr. C. T. Cramp of the N.U.R.; Mr. William C. Keay of the 
Federation of Professional Workers; Mr. R. H. Tawney. 





1929] INTERCHANGE BETWEEN SOCIAL CLASSES 


The principal results are set out in Tables I-VI. 


TaBLE I 
Comparison of Present Generation and Father’s Occupation 


PRESENT GENERATION 





Professionals. 
Independents. 
Employers II. 
Own Account 
Salaried (Mis- 
cellaneous). 
Salaried 
(Teachers). 
Wage Earners. 





Professionals 
Employers and 
Own Account I 
Independents 
Employers II 
Own Account II 
Salaried 
Skilled 
Semi-skilled 
Unskilled 


Totals 


=| Employers I. 


w 
oo 
— 
er 


PET ttd 
PETIT 
| mecoroe | 








bo 
| 

i) 

@ 



































1 It will be observed that the totals in these tables differ. This is due to the fact that many of the 
forms contained incomplete or indefinite entries, with the result that several had to be altogether omitted, 
while some, though utilisable for certain tables, were not available for others, 


TABLE II 


Comparison of the Occupations of Fathers and Paternal Grandfathers 


FATHERS 





Professionals. 
Employers II. 
Own Account 
Salaried. 
Semi-skilled. 
Unskilled. 
Totals, 





Professionals 
Employers and 
Own Account I 
Independents 
PATERNAL Employers IT 
GRAND- Own Account II 
FATHERS Salaried 
Skilled 
Semi-skilled 
Unskilled 


Totals 


— 
on 


to 


|| 


| | | mae coo! Employers I. 
| | | | | som = | Independents. 
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o 
o 


























199 | 32 |2.472 








PP2 





THE ECONOMIC JOURNAL 


TABLE III 


Comparison of the Occupations of the Fathers and Maternal Grand- 
fathers of the Present Generation 


FATHERS 





Wage Earners. 


Professionals 

Own Account 

Independents. 

Employers II. 

Own Account 
ii. 


Sill 2% 

4 toceesceno =o | & Employers I. 
| 
~) 


Salaried. 
skilled. 


Un- 





Professionals 

Employers I and 
Own Account I 

MATERNAL Independents 
GRAND- Employers II 
FATHERS Own Account II 

Salaried 

Wage { Skilled 


Fa 
moO 
1 | 


Earners Semi-skilled 
Unskilled 


Totals 


Il] ) bern 
Soros | 





- 
eo 
o 












































TABLE IV 


Table comparing the Occupations of Paternal and Maternal 
Grandfathers 


PATERNAL GRANDFATHERS 





Professionals. 
Employers and 
“12 Own Account I. 
Independents. 
Employers II. 
Own Account 
II. 
Unskilled. 


Salaried. 








| _. | Semi-skilled. 


oe 


Professionals 
Employers and 
Own Account I 
MATERNAL Independents 
GRAND- Employers II 
FATHERS Own Account IT 
sti 
e 
— {| Somi-skitled 
\| Unskilled 


Totals? 193 


we 
|| 


te 


| | pompon 











| meccomerce 
maSHcscs | 








x) 
o 
to 
oo 
re 
a 























432 | 246 | 520 





1 Note.—For the purposes of this table the following forms have been omitted :— 


(i) All forms in which the occupations of the Fathers of the present gencration have not been 
given. 
(ii) All forms in which the occupations of the Paternal Grandfathers of the present generation 
have not been. given. 
(iii) All forms in which the occupations of the Maternal Grandfathers of the present generation 
have not been given. 
(iv) Queried (i.e. indefinite) forms for both Grandparents. For detailed numbers of omissions 
see Tables V and VI. 
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TABLE V 


Table comparing the Occupations of the Present Generation with that 


































and - 
of their Paternal Grandfathers 
PRESENT GENERATION 
Palen! Salaried oi 
3 eg/F /§ 5 
s n> mn = 
a . moO I 2 71 
ai 3) 2 (88) ies] «]/ &€ | & 
a AA 8 |e¢d| gj/<Fh|/ 43] 8g pe a 
s & 3 |e e 88 3 bo 3 
5 © | BIEEI E/E | fe) 3i]/2] 3 
ies & | a2 |RO| R/O | BS] a8 | S 
= Professionals 30| 100 | 2 | 1] 2{ 382] 39/ 3] 209 
Independents * 2 9{/—|— 1 3 10 2 27 
30 Employers and 9 14; — 1j};— 4 9 1 38 
595 PATERNAL Own Account I 
389 GRAND- | Employers II 31} 157| — | 8] 3] 157] 209] 33 598 
299 FATHERS | Own Account IT 12 2) — 8| 13] 14 119 87 471 
582 Salaried 11 SE, — et 74 | 100 16 285 
63 Wage [| Skilled 7| 87} —| 2] 9] 162| 187] 126 580 
26 Earners ) | Semi-skilled 3} 13/—| 2] 1] 88] 45] 102 254 
Unskilled 1 pS | — | = 10 13 31 
104 Totals 106 | 554} 2 | 25] 29/ 672| 722| 383] 2,493 































1 No Independents in present generation. 


TABLE VI 






Table comparing the Occupations of the Present Generation with that 
of their Maternal Grandfathers 







PRESENT GENERATION 



































































r | 
— = pes Salaried. a 
. = gi 
4 afl 2 | 8 5 
S a S 8 o 3 n a 
3 a >) > | og a & 8 
a a om o|4—/ 45 2 n 
— o ae ae = oS o—| o aa 
a. = a = 26 Ce) i) 3 
Ss | BlEE|/ea/E |28|3{]2)| 3 
iw am |8O| a8 |O |S] a Ee - 
q Professionals 18 89; 1 2 4 29 34 1 178 
‘ Employers and 9 21 1 —_ —_ 6 5 1 43 
Own Account I 
MATERNAL | Independents * 2 7)— 1}; — 10 9 1 30 
GRAND- Employers IT 44 157} — 12 1 154 193 37 598 
FATHERS | Own Account II 12 66; — 3 11 134 88 80 394 
Salaried 11 86; — 1 2 67 115 19 301 
- Wage f Skilled 7 97; — 3 2 171 183 124 587 
mane Semi-skilled 5 19; — 1 4 76 69 93 267 
\| Unskilled ~_ 1j—j;-—|— 7 1| 26 
Totals 108 643 2 23 24 654 | 697 373 2,424 











1 No Independents in present generation. 






In order to facilitate comparison I have grouped the sub- 
divisions into three classes and expressed the results in percentages. 
Class I corresponds to the Census division Upper and Middle and 
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includes professionals, students, employers I, own account I and 


independents. 


Class II corresponds to the Census division inter- 


mediate II and includes employers II, own account II, salaried 


officials, elementary school teachers. 


Class III includes the 


working class and corresponds to the Census divisions, skilled, 


intermediate and unskilled. 


MOBILITY OF OCCUPATION TABLES 


Tables in Percentages 


TaBLE I 


Comparison of the Occupations of the 
Present Generation with those of 
their Fathers. 


PRESENT GENERATION 


TaBLeE IV 


Comparison of the Occupations of the 
Paternal and Maternal Grandfathers 
of the Present Generation. 


PATERNAL GRANDFATHERS 








Class | Class 
: II. 





Class I 33-3 
Class IIT 54-9 
Class III | 11-9 


FATHERS 











70 
52-7 
40-2 


Class 
II. 


8-2 
65-2 
26-6 


Class 
i. 





Class I 48: 
Class IT 46- 
Class III 4 


MATERNAL 
GRAND- 
FATHERS 




















TaBLeE II 


Comparison of the Occupations of Fathers 
and Paternal Grandfathers of the 
Present Generation. 


FATHERS 





Class 
) A 





PATERNAL Class I 55-6 
GRAND- Class II 38-9 
FATHERS Class III 55 

















TasLe III 
Comparison of the Occupations of Fathers 
and Maternal Grandfathers of the 
Present Generation. 


FATHERS 


TABLE V 


Comparison of the Occupations of the 
Present Generation with those of their 
Paternal Grandfathers. 


PRESENT GENERATION 





Class 
a. 





25:1 
57:7 
17:2 


Class I 
Class IT 
Class IIT 


PATERNAL 
GRAND- 
FATHERS 

















TaBLE VI 


Comparison of the Occupations of the 
Present Generation with those of their 
Maternal Grandfathers. 


PRESENT GENERATION 





Class 
1 & 


Class 
a 





Class 
iB 





MATERNAL | Class I 
GRAND- Class II 


42-2 8: 
50°8 | 65- 
FATHERS Class IIT 70 | 26: 





Class I 
Class II 
Class III 


MATERNAL 
GRAND- 
FATHERS 
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The tables show that 12 per cent. of the present generation 
in Class I had parents in Class III, the corresponding figure for 
the last generation being 6. If one generation is omitted and the 
present generation compared with the grandparental the figure is 
about 18. It should be noted that those classed as “‘ professionals ”’ 
in the present generation include numerous students whose future 
occupation is indeterminate.- The movement from Class II to 
Class I is naturally greater. The results may be summarised 
thus : 


Upwarp MovEeMENT 





From From From 
III to I. Eto lk. | litte EH. 





Present generation and fathers ‘ 3 12 55 40 
Fathers and grandfathers 2 : 6 45 24 
Present generation and grandfathers | 18 57 36 











The downward movement may be measured by ascertaining 
the proportion of those at present in the lower classes who 
originated in the upper. The figures are as follows : 


DOWNWARD MovEMENT 





From From From 
I to III. ItolII. | If toIII. 





Present generation and fathers 3 0°6 7 27 
Fathers and grandfathers : 15 7 37 
Present generation and grandfathers 4 1°4 7 35 














The proportion who remain in their own class is indicated in 
the following table : 








I. | II. | III. 
Present generation and fathers : : 33 52 72 
Fathers and grandfathers : 48 68 61 
Present generation and grandfathers 4 23 56 62 








In considering these figures it may be useful to bear in mind 
the estimate made by the Registrar-General of the proportion of 
the classes distinguished by him per cent. of the occupied popula- 
tion.? 


1 Cf, Registrar-General’s Decennial Supplement, Pt. II, p. viii. 
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All classes. x Ti. III. 





100 




















Some indication of the extent of intermarriage between the 
groups in the grandparental generation may be obtained from 
Table IV. It will be seen that in Class I, 4 per cent. of the 
maternal grandfathers were wage earners. In Class III only 1-4 
were professional, while the corresponding figures for their own 
class and for Class II were fairly even, viz. 48 and 46. 

Upon the whole the following conclusions suggest themselves. 
There is evidence of upward mobility from Class III to Class I, 
and this seems to be increasing as compared with the past genera- 
tion. This does not bear out the view that the process of recruit- 
ing talent from the lower classes to fill the gaps in the upper has 
reached a point of exhaustion (cf. McDougall, National Welfare, 
p. 162). Further, on the evidence before us there is very little 
downward mobility from I to ITI, and this is not in harmony with 
the suggestion often made that the lower classes are recruited 
sensibly from the failures of the upper (cf. Sorokin, Social Mobility, 
p- 457). Bearing in mind the proportion of the classes in the 


occupied population, it is indeed evident that the ladder can only 
lift relatively small numbers. There seems thus little ground for 
the hypothesis of “‘ drainage ” and no indication that the reserves 
of ability in the lower classes are being depleted. 


B. Apmissions To LincoLn’s Inn ! 


I have endeavoured to obtain information regarding the social 
strata from which the professions are recruited, but the only case 
in which I have obtained reliable data related to the legal pro- 
fession as judged by the entries to Lincoln’s Inn. The following 
table shows the occupations of the parents of those who were 
admitted to the Inn between the years 1886-1927 (with two 
breaks, 1894-1903 and 1912-18). 

It will be noted that there is on the whole but little change in 
the proportions in which the different classes contribute to the 
entries in the period reviewed, except that there is some decline 
in the contribution made by the clergy in recent times and that 
there are signs of the working class beginning to creep in. 


1 I wish to thank the Treasurer and Governing Body of Lincoln’s Inn for 
their kind permission to copy the MS. records of admissions to the Inn. 
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TABLE A 


Table (in Percentages only) of the Occupations of the Fathers of those 
admitted to Lincoln’s Inn between 1886 and 1927, except for 
the years, 1894-1903, and 1912-1918. Total Admissions, 
1,268. (This total does not include foreign or colonial students 
nor those apparently brought up abroad.) 





Class I. Class IT. 
“‘ Upper and Middle.” Intermediate. 





Average 
present age 
of those 
admitted. 


Period Covered. 


ployers II. 
Salaried.? 
Wage Earners. 


** Gentlemen.” 
Skilled 


Professions. 
Clerical 
Professions. 
Other 
Professions. 
Employers I. 
Own joscuns 





0-93 

0-47 
age 

_ , P 48-45 years of 
age 

0:58 | 9- 46-38 years of 
age 

2-6 4 F 37-33 years of 


1886-1889 65-56 years of 
216 Admissions 

1890-1893 
215 Admissions 

1904-1908 22-4 15-7 | 33-3 
255 Admissions 

1909-1913 18-5 27-8 | 17-9 
173 —- 

1919-19 20-0 | 10-0 | 20-0 | 27-4 
190 Admissions 

1923-1927 25:6 | 3-7 | 24-7 | 17-8 
219 Admissions 
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0-92 | 4: , 31--25 years of 
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1 The Classes used are those employed in the Census. 
2 This category includes teachers, other than University Teachers. 


TABLE B 


Table (in Percentages only) of the Occupations of the Fathers of the 
Benchers of the Middle Temple, between the years 1886-1912. 





Class I. Class II. Class ITI. 





No. of 
Benchers. 


Legal 
Professions. 
Clerical 
Professions. 
Other 
Professions. 
Employers and 
© | Own agoumms 
“* Gentlemen.” 
ployers II. 
Salaried. 
Wage Earners. 
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C. Proressor BowLey’s Data 


My third set of data is derived from the cards which Professor 
Bowley kindly put at my disposal giving information of the social 
conditions of working-class populations in five towns compiled in 
the surveys made by him in 1924. The occupations of the 
workers have been classified into the five main categories employed 
by the Registrar-General. The nature of the occupation rather 
than the rate of wages has been regarded throughout as the basis 
of classification. This has been observed as much in the case of 
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young workers as in the case of adults, and apprentices to skilled 
trades have been reckoned as skilled, whatever their wage rates. 
The high wages paid to labourers as compared with those paid to 
skilled men in many cases made such a method necessary. Female 
workers have been graded on the same basis as men as regards 
skill, e.g. a woman weaver or cotton spinner has been graded as 
skilled without reference to the difference in payment between 
male and female weavers and spinners. 

Of the many interesting points suggested by these tables 
attention may be drawn totwo. Firstly the proportion of children 
of the working class rising to Class II varies from 4 per cent. from 
the unskilled parent to 10 per cent. from the skilled; whilst that 
rising to Class I is on this information negligible. Secondly, the 
notion that the unskilled form a stable group is not borne out by 
these figures, in view of the fact that only 18 per cent. of their 
children remain in that class, the bulk going to the skilled. 
These conclusions are subject to the qualification that the cards 
gave information only of the children who lived at home at the 
time of the survey and that the classification was in many instances 
difficult. 


Occupations of Male Children compared with those of their Fathers, in 


1924. (Bolton, Northampton, Reading, Stanley, Warrington.) 





Father’s Social Class. 


Class III. 
Skilled 
Children. 
Clags I. 
Upper and 
Middle Class 
Children. 
Total No. 

of Children. 





— 
~I 
io 2) 


Whole Unskilled V 
Numbers. Total 270 
Intermediate IV 
Total 254 
Skilled III 
Total 673 
Intermediate IT 
Total 49 
Upper and Middle 
Class 
Total 2 
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Total 1,248 Total 





Unskilled V ’ 0°37 
Intermediate IV P . : : — 
Skilled III ° . 0°45 
Intermediate IT ¥ 5 : a 
Upper and Middle 20 
Class 


























Total 1,276 
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Occupations of Children compared with those of their Fathers for 
Five Towns in 1924. (Bolton, Northampton, Reading, Stanley, 


Warrington.) 





Class IV Class I. 
Class V. Inter- | Class III. Upperand| Total 
Father’s Social Class. | Unskilled mediate Skilled Middle No. of 
Children. Children. Class Children. 
Children. Children. 





Unskilled V 18°1 24:0 53°7 : 0°19 520 
Total 270 
Intermediate IV 11°2 32°8 49°8 | 464 
Total 254 
Skilled ITT 8°3 16°8 64°7 1,225 
Total 673 
Intermediate II 5:3 53 51:3 76 
Total 49 
Upper and Middle _ — 83°3 6 
Total 2 























Total 1,248 Total 2,291 





Taken together with the conclusions suggested under the 
previous sections they confirm the view that the social ladder so 
far lifts only relatively small numbers. The results derived from 
the three sets of data are not, of course, comparable. B and C 
give information referring to two generations only, whilst A deals 
with three. B concerns only one branch of a single profession 
and Cis an almost exclusively working-class sample, while A covers 
all classes. Yet the results so far as they go are not incongruent. 
The conclusions relating to the movement between Classes II 
and III and between II and I are not stressed, as the classifica- 
tion is difficult. In dealing with the more clear-cut distinction 
between Class I and Class III, it should be borne in mind that in 
C we are estimating the proportion of working class children who 
rise, whilst in A we estimate the proportion of people at present 
in Class I who originated in Class III, and remembering the pro- 
portions of these classes in the general populations the conclusions 
seem compatible. It would seem that there has been an increase 
of mobility upwards in the present generation, whilst the down- 
ward movement is slight and nearly constant during three 


generations. 
Morris GINSBERG 





THE HISTORY OF THE MINISTRY OF FOOD 


Srk Witi1amM BEVERIDGE’s contribution to the Carnegie 
Economic and Social History of the World War ? is certainly one of 
the most notable and authoritative volumes in this very remark- 
able collection. Beveridge writes with unique authority on his 
subject. He was in the Food Ministry from its inception until 
its war task was done and its functions had begun to be liquidated. 
Indeed, his initiative whilst Assistant Secretary to the Board of 
Trade was largely responsible for bringing the Ministry into 
existence. During the whole of the time he was either Second 
Secretary or Permanent Secretary, and as such participated in 
every important discussion on policy in the Ministry or in the 
Cabinet. He directly administered himself, too, the Central 
Secretariat and two other of the eight main Divisions into which 
the Ministry’s work was divided. In the collection and prepara- 
tion of much of the documentary material for this volume he had, 
moreover, the inestimable advantage of the late Sir Edward 
Gonner’s indefatigable labours and shrewd and well-balanced 
judgment. He did not actually sit down to write until two or 
three years after he had left the Civil Service, and was able in 
the serener atmosphere of London University to take a more 
objective view of many problems in the solution of which he had 
played so distinguished a part. Further, the work of other 
writers on particular aspects of the problem with which he was 
dealing, notably Mr. E. M. H. Lloyd’s book Experiments in 
State Control at the War Office and the Ministry of Food, enabled 
him to supplement his information and contrast his own 
conclusions. 

Beveridge’s book gives evidence in every chapter of those 
powers of acute analysis and criticism which his colleagues 
learnt to respect. In the many controversies on general policy, 
on administration and on organisation which constantly raged in 
a Ministry faced with urgent problems, Beveridge was naturally 
often in conflict with one or other of his colleagues. But none of 
us could desire a better and more scrupulous presentation of the 
issues and of the essential facts which governed them. 

1 British Food Control. By Sir W. H. Beveridge, K.C.B. London: H. Milford. 


Pp. xx + 446. 17s. 6d. (Economic and Social History of the World War, 
British Series.) 
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Beveridge describes the problems which the Government had 
to face in the early days of the war as supplies became uncertain 
and prices began to rise. He shows how their attempts to influence 
food prices by friendly admonition of traders and consumers fell 
flat. He cannot avoid a certain ironic humour in dealing with the 
beginnings of the Food Ministry, when he himself and Sir Henry 
Rew assisted Lord Devonport—so far as the latter was prepared 
to be assisted by anybody—to issue Orders fixing maximum 
prices, which were quite impossible of enforcement without 
hopelessly deranging supplies. The real work of food control 
only began in the middle of 1917, when the Ministry was recon- 
structed and Lord Rhondda, Mr. Clynes, Mr. U. F. Wintour and 
others came to supplement his efforts, with a conviction that prices 
could only be controlled if distribution was also undertaken, and 
a determination, whatever the difficulties, to carry such a policy 
through. Beveridge himself had for weeks been endeavouring to 
make the Government understand this elementary principle of 
economic administration. Thence he carries the story stage by 
stage, contrasting the methods adopted in controlling various 
groups of home and imported supplies. He describes the vast 
administrative machine by means of which trade after trade was 
rapidly brought under State supervision and, in a number of 
case, State operation. He sets out admirably the theory and 
practice of price control as the Ministry itself learnt it in the hard 
school of experience. He leads up to the point when, in the 
latter part of 1918, 85 per cent. of all the food consumed by 
civilians in this country was bought from abroad or from the 
producer here and sold by the Ministry of Food. As The Times 
truly said, “The Ministry of Food was the greatest trading 
organisation the world has ever seen.” Its turnover reached the 
enormous total of £900,000,000 sterling a year. It had its 
representatives in every food-producing country in the world 
from which supplies were obtainable. There was not a retail shop 
in the kingdom which sold any sort of food that did not depend 
for its stocks from day to day on the smooth and accurate working 
of the ministerial machine. And, as Beveridge says, the Ministry 
of Food, “suppressing private enterprise, completely accom- 
plished what private enterprise in the country could never have 
accomplished. The British people were fed not only better and 
more cheaply than without the Ministry they could possibly have 
been fed in the war, but probably on the whole better than before 


the war.” 
Many of the Ministry’s problems were of a purely ephemeral 
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kind, arising directly out of special war conditions. The methods 
and detailed organisation used for controlling flour mills or livestock 
or in rationing, are interesting historically. But they have little 
relation to problems likely to face the Governments in these days. 
Nevertheless, some of the problems with which food control had 
to deal have a bearing on those which are emerging under post- 
war conditions. Beveridge in his most interesting chapter on 
“The Lessons of Food Control”’ tends to under-rate this point. 
He is obviously and perhaps rightly anxious to avoid any charge 
of exaggeration. 

The main lesson of British food control is that State trading 
in food on a national scale is practicable, and that in times of 
prolonged shortage it is necessary. During the war, despite all the 
intrinsic difficulties, the British people ate on the whole a little 
better than before the war. 


** As an experiment in public administration, food control 
in this country on the whole was a success, there was no serious 
breakdown; there were unexpected triumphs; there was 
substantial achievement of all main objectives in a novel 
field of public activity bristling with complex problems.” 


But while, as experience showed, complete control of food by the 


Government rather than by private enterprise was indisputably 
advantageous in war, does private enterprise, Beveridge asks, 
remain as indisputably preferable to control in peace as once it 
seemed to be? He himself, after carefully weighing the arguments, 
records his 


“‘ personal doubt of any gain either to consumer or producer 
from public regulation of food supply in peace, that would 
repay the cost of the vast organisation involved, or justify 
diversion to it of any of the limited store of political energy and 
ability needed for more urgent problems, or outweigh the risk 
of bribery by subsidies.” 


He bases this final conclusion on the essential difference between 
normal peace-time circumstances and the war conditions with 
which the Ministry had to deal. But if war ever occurred again 
there can be no doubt that one of the first actions of the Govern- 
ment should be to bring into operation at the very beginning the 
principles of organisation and control to which the Ministry 
laboriously attained after four years of war. 

The chief merits of control in war conditions are admittedly 
connected with prolonged and serious shortage of supplies. In 
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normal circumstances, so Beveridge argues, the sources of supply 
are so widely spread over so many continents and so many 
different climates that there is reliable security against shortages. 
He admits the danger to consumers arising from combinations of 
food producers or food traders.. But he has a fervent belief in the 
ultimate power of competition to thwart their efforts. He thinks 
also that there are so many possibilities of substituting one food- 
stuff for another that any prolonged success in unduly keeping 
prices up is impossible. He is a little sceptical as to the advisa- 
bility of stabilising prices by Government purchases and supplies, 
and inclined to the view that the producers would gain more from 
this than the consumers. 

He is, of course, right in his assumption that except in war the 
degree of shortage which gave the Food Ministry its main justifica- 
tion is unlikely to occur. But shortage is a relative term. Smaller 
margins are now of far greater importance than they used to be. 
Food prices become of greater economic significance nationally as 
the struggle for export markets increases in intensity. He tends 
also, as it seems to me, to under-estimate the powers of trade 
combinations. Even since the book began to be written there has 
been a rapid development in many of the food trades of com- 
binations of sufficient power and resources to take much away 
from the force of his argument in this connection. The develop- 
ment in the Dominions of the Co-operative Pools for marketing 
wheat, the creation of export monopolies by legal enactment in 
Australia, South Africa and, of course, in Russia, and the concen- 
tration of the grain export trade, apart from Co-operative and 
Governmental organs, in three or four great international firms, 
coupled with a rapid trustification of the milling industry in this 
and other countries, have transformed the world grain trade so 
that it is now vastly different from what it was before the war or 
when Beveridge himself was directly in contact with its problems. 
In the oils and fats trade something approaching 2 world monopoly 
has been created since the war. The meat combines existed 
before the war, and there has been no diminution in their powers. 
Internally the strength of the milk distributors against farmers, 
and even against the Government, has recently been demon- 
strated. The Milk Combine has buttressed its power by a grip 
on the connected industries. In all these cases not only has 
competition to a great extent now ceased to operate as a corrective 
on prices, but the possibility of competition in the future is 
immensely discounted by the enormous financial resources that 
would be thrown into the scale against any newcomer. 
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To what extent popular opinion is yet prepared to acquiesce 
in the responsibilities which Government interference in these 
matters would involve is another question. One lesson that 
emerges unchallenged from this description of war-time experi- 
ence is the impossibility and danger of half-measures. It is all or 
nothing. The control of prices, as Beveridge points out, had in 
practically every case to be founded upon control of supplies, and 
as a rule to be accompanied by rigid control of distribution. “Of 
all the schemes tried,” he says, for example, in regard to potatoes, 
“the most thorough was also the most successful.” Experience 
showed almost without exception that the mere fixation of 
maximum prices without responsibility for securing that the 
supplies which were available were dispatched to the quarters 
in which they were needed, led inevitably to disorganisation and 
to the creation of more difficulties than it removed. At the end of 
the war, when trading interests and a large section of public 
opinion, rightly or wrongly, insistently demanded the rapid 
liquidation of control, the Profiteering Act of 1919, which strove 
to limit interference to publicity and prosecution for alleged 
excessive prices, demonstrated plainly by contrast how things 
ought not to be done. As Beveridge said, it made no appreciable 
difference either to traders or to the course of prices. ‘“‘ It was 
mere window-dressing.”’ It is worth while at this time, when again 
the public is beginning to be concerned by excessive profits in 
the food trades, and to demand that the Government should 
defend the interests of the consumer, that this vital lesson of all 
food control experience in this and other countries should be 
constantly pressed home. 

The internal organisation of the Ministry offers experience oi 
great value to the student of public administration. It was the 
last of the War Ministries to be organised, and it had the advan- 
tage of being able to learn something from the misfortunes of the 
others. The association of expert Civil Servant administrators 
with no special technical knowledge, with business men who had 
no administrative experience, was a problem which, for example, 
had wrecked the efficiency of many Departments of the Ministry 
of Munitions. Lord Rhondda and Mr. Wintour solved this 
difficulty in a manner which worked to the general satisfaction 
both of the Civil Servants and the business men. The technical 
expert in each trade had full detailed responsibility for the 
executive action taken. But over each group of connected trades 
a Civil Servant presided, whose job it was to maintain a coherent 
policy, suited to the trades concerned, but in general accord with 
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the financial and administrative plan of the Ministry as a whole. 
In case of serious disagreement, the business expert had the right 
to appeal with his Civil Servant chief direct to the Food Controller 
and the Permanent Secretary. It says much for the system, and 
something for the tact and skill of the men who worked it that this 
right was hardly ever claimed in the whole history of the Ministry. 

Much can be learned also from the Ministry’s experience in 
regard to financial responsibility in connection with Government 
trading. Treasury control of the peace-time kind was quickly 
found to be quite impracticable where great Government trading 
operations were concerned. But with the aid of Sir Harry Peat 
and the distinguished chartered accountants who assisted him, a 
scheme of costings supervision was worked out which took account 
of the commercial considerations involved, but secured ultimate 
responsibility to Parliament for expenditure. 

One other administrative point is of some current interest. 
In its issue of statutory Orders and Regulations, the Ministry, 
utilising Defence of the Realm Act powers, had to perform 
legislative and judicial functions which—vide the Lord Chief 
Justice—are an unwarrantable intrusion on the powers of Parlia- 
ment and of the Judiciary. No other course was in the circum- 
stances possible. But the establishment of the Consumers 
Council did provide a check against the abuse of such powers. 
The Council, composed mainly of representatives of Labour and 
of the Co-operative Movement, was in almost constant session 
in the Ministry, and was entitled to receive full information not 
only on the effect of existing orders and regulations, but also on 
every new proposal before it came into operation. It could 
summon any officer of the Ministry before it, from the Food 
Controller downwards, in order to receive explanations or infor- 
mation on particular points of current administration. It made 
its representations and its criticism direct to the Minister, and 
privately or publicly as seemed best in the circumstances. It had 
no executive power, but unlimited powers of criticism and 
suggestion. It did not diminish the responsibility of the Ministry, 
but it provided a constant check on bureaucratic enthusiasm and 
administrative incompetence. It was, indeed, a valuable part of 
the machinery of Government operation of trading enterprises, 
which deserves attention in the consideration of other problems 


now or soon likely to be before the country. 
‘s E. F. WIsE 
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English Poor Law History. Part II: The Last Hundred Years. 
By Sripnrey and Breatric—E Wess. Two vols. (Longmans. 
36s. net.) 


In a second part consisting of well over a thousand pages, 
Sidney and Beatrice Webb have brought their English Poor Law 
History down from 1834 to the passing of the Local Government 
Act of 1929. One volume sufficed for all the earlier history up 
to 1834: it has taken two stouter volumes to bring the record 
up to the present day. This, however, is not because the authors 
have assumed the function of annalists, and set out to record in 
minute detail the passing incidents of Poor Law administration 
during the past century. Indeed, if their book has a fault of 
method, it is that the consecutive record of events does not 
stand out clearly enough. A large part of the work is concerned 
rather with separate problems than with the continuous history 
of Poor Law development; and, though the necessary material 
is there, it is not always easy to get from the arrangement any 
clear view of the broad development of policy over the period 
as a whole. 

In some degree this difficulty is inherent in the subject- 
matter. Clear-cut as the “reformers” of 1834 believed their 
ideas to be, Poor Law policy has been, in fact, always in a state 
of muddle; and there has been less an orderly development of 
it than a succession of makeshifts and devices for dealing with 
particular problems as they arose. The apparent clarity of 1834 
really came, as the authors plainly show, rather from a resolute 
shutting of eyes to many aspects of the problem than from any 
comprehensive and systematic plan of reform. There were 
certain things which the “reformers” of 1834 set out firmly 
to put down. They collected their evidence, and prepared their 
reports, with these things almost exclusively in view. To a 
great extent they were successful in accomplishing their immediate 
aims; but the aspects of the question which they had ignored 
soon forced themselves upon the attention of those who had to 
administer the new Act. The “ principles of 1834’ provided no 
answer to these new problems; and the Commissioners and, 
after them, the Poor Law Board and the Local Government 
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Board went on floundering from expedient to expedient in their 
largely futile efforts to solve their difficulties. 

The thesis which underlies this book is that these difficulties 
could not be solved within the framework of a Poor Law system. 
For pauperism is not really an isolable problem, but rather a 
symptom, or series of symptoms, of a number of social problems 
which cannot be dealt with partially or as one by an authority 
concerned solely with destitution. This attitude, which has at 
long last secured recognition in the new Local Government Act, 
dominates their treatment and arrangement of their subject- 
matter. The Poor Law Authorities, they point out, were set 
throughout the hopeless problem of making provision for a mass 
of destitution arising from many different causes and needing 
many different forms of treatment. The Poor Law Authorities 
were prevented by the nature of their powers and functions from 
taking any preventive measures. They could deal with destitu- 
tion only when it had actually arisen, and this meant dealing 
with it often in a most unscientific way. Moreover, the line of 
least resistance, and the cheapest way of dealing with destitution, 
was usually that of lumping as many as possible of the claimants 
to relief together, and ignoring to a great extent their separate 
needs. 

Thus, it is pointed out that the “ principles of 1834 ” included 
the abolition of the General Mixed Workhouse and the provision 
of separate institutions in which different types of paupers could 
receive appropriate treatment. But this idea was never carried 
out. The General Mixed Workhouse always tended to recur 
as the cheapest and easiest way of providing indoor relief. There 
was, indeed, in the latter years of the system some attempt to 
differentiate more scientifically; but down to the present day 
the General Mixed Workhouse has persisted, though almost no 
one has ever had in theory a good word to say for it. 

An exception should perhaps be made to this statement of 
the advocates of a mainly deterrent Poor Law system. The 
only logical defence of the General Mixed Workhouse is that it 
is meant to be empty, because of its success in frightening all 
possible classes of inmates away. A purely deterrent view of 
Poor Law policy has, however, never been really possible. Some 
institutional treatment (despite Harriet Martineau’s fables) is 
clearly inevitable: the trouble is that the effect of a mainly 
deterrent view has gone far to reinforce the other factors making 
for the survival of the General Mixed Workhouse. 

The account of the principles and policy of 1834 and the 
QQ2 
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succeeding years with which this book opens is exceedingly 
illuminating. In particular, the authors stress the point that 
the “‘ reformers’ never contemplated the refusal of all outdoor 
relief, but only at most its refusal to the able-bodied poor. The 
application of the “‘ workhouse test ” and the principle of deter- 
rence to the non-able-bodied was a later development of policy, 
based either on the ground that it would help to frighten the 
poor into thriftier habits, or on the hope that it would induce 
relatives and friends to take the cost of maintaining the non- 
able-bodied off the rates. Even so, it was never, of course, 
systematically applied; and the account of the shifts and changes 
of policy in this matter forms one of the most interesting parts of 
the book. 

After the early years, when the new Poor Law of 1834 had 
settled down, the narrative becomes inevitably somewhat dry; 
for mid and late Victorian Poor Law history turns too much 
on a succession of small administrative adaptations to make 
lively reading. The book becomes interesting again about the 
turn of the century, when new attitudes towards the Poor Law 
began to find clear expression, when Labour representatives 
began to appear on Boards of Guardians, when the battle between 
the new “reformers” and the Charity Organisation Society 
became fast and furious, and when the forces that led up to the 
new Royal Commission of 1905 began to take shape. The story 
of the Commission itself is naturally very well told, and is much 
enlivened by extracts from Mrs. Webb’s diaries, in which she 
relates her encounters and efforts to bring her fellow-inquirers 
round to a view favourable to complete merging of the Poor 
Law in the general services of Local and Central Government. 

There follow—most interesting of all—chapters dealing with 
the march of events since the Commission reported in 1909, with 
the “opening of the floodgates” of able-bodied pauperism in 
consequence of the post-war depression, and the complete break- 
down of the system, both financially and administratively, in 
face of the new conditions. The phenomenon known as “ Pop- 
larism ”’ is fully discussed, and the policy behind it subjected to 
strong criticism. But equally the futility of all attempts to use 
the Poor Law as even a supplementary system for the relief of 
unemployment is exposed, and the problem of the able-bodied 
made to stand out as both the perennial difficulty of all Poor 
Law administrators, and the hardest thing to deal with in the 
redistribution of Poor Law services on functional lines. Natur- 
ally, the authors here return to the thesis of the famous Part II 





1929] COLE: BRITISH SOCIAL AND ECONOMIC POLICY 575 


of the Minority Report of 1909, and urge the necessity of a fully 
organised national service for dealing with the able-bodied un- 
employed. Their suggestion of some sort of national scheme 
for the provision of emergency work, tentatively as it is advanced, 
merits attention at the present time, when this aspect of the 
problem looks like causing serious embarrassment to the Local 
Authorities to which the Guardians’ duties have been transferred. 

On the whole, the authors have handled very well a subject 
which offered very great difficulties of selection and presentation. 
They have not succeeded in making a book that it is easy to read 
through; and they have perhaps at certain points erred on the 
side of including too much. But the task must have been 
almost overwhelmingly difficult; and they have done it in a 
way which will be invaluable to future students. In particular, 
while their strong opinions have inevitably guided both selection 
and arrangement, the facts are always, I think, fairly stated, 
and there has been no suppression of the opposing tase. Especi- 
ally is this fairness evident in the later chapters, in which the 
authors’ attitude rather inclines to a middle view between opposing 
schools of thought and action. Certainly, these massive volumes 
deserve to rank with the earlier volumes of the authors’ English 
Local Government, and serve even to increase greatly the obliga- 
tion which all students of that much-neglected study owe to their 
patience and insight. English Poor Law History is not the best 
of these stupendous contributions to knowledge; but its limita- 
tions are rather those of the subject-matter with which it deals 


than of any fault on the part of its compilers. 
G. D-H. Coie 


The Next Ten Years in British Social and Economic Policy. By 
G. D. H. Cotz. (Macmillan & Co., Ltd. 1929. Pp. 460. 
15s.) 


In this volume Mr. Cole has given us the 1929 edition of the 
fruits of his fertile and rapidly-working mind. The autobio- 
graphical introduction explains how the book owes its origin to 
the inner voice of doubt which sometimes assailed its author in 
the heyday of his old-style Socialist propaganda. The attempt 
to answer that doubt for himself and his fellow-Socialists has led 
Mr. Cole over a long journey, of which the end, as he claims, is a 
restatement rather than a recantation. In the main Mr. Cole 
thinks that it is the times, rather than himself, that have changed ; 
a new world demands a new Socialism. Nevertheless, this book 
may set some of Mr. Cole’s readers wondering whether those whose 
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attitude fifteen years ago more nearly resembled that of the 
present than the contemporaneous Mr. Cole were as wrong then 
as he now finds them right. 

The book covers a very wide field. Industrial policies, cur- 
rency policies, family allowances, the control of trade and prices 
and investment, Imperial economic relations, the reorganisation 
of local government, and progress in education are among the 
topics treated in considerable detail. In every sphere Mr. Cole 
has definite measures to propose, of which the greater part are 
already foreshadowed in the Labour Party’s programme, or widely 
discussed in political Labour circles. Mr. Cole is indeed frankly 
sketching a programme for a Labour Government, and it is 
therefore only fair to regard his book rather as a political tract 
(in spite of the imposing dress which Messrs. Macmillan have 
given it) than as a standard work on economics. Judged as such, 
it sets a standard in political discussion which is only too seldom 
attained, and must be compared with the Report of the Liberal 
Industrial Inquiry rather than with the unreal programmes 
usually served out by politicians to a credulous electorate. Mr. 
Cole’s book may sometimes appeal to optimism ; but to credulity 
never. 

From such an ambitious programme the reviewer cannot do 
more than select those items in which the author has gone outside 
the scope of commonly accepted Labour policy, or those which 
reveal some new or particularly interesting social or economic 
theory. Detailed criticism of all Mr. Cole’s proposals is as impos- 
sible as it would be profitable. So far as general economic 
theory is concerned, the orthodox need not fear any violent 
shocks from this book. The next ten years in British social and 
economic policy are not to be built on subversive views of value 
or other profound economic concepts. There is, however, one 
rather curious doctrine which underlies the author’s whole dis- 
cussion of rationalisation, and is indeed the basis of his case that 
capitalism cannot permanently stabilise itself. Mr. Cole sees an 
inherent contradiction between our power to produce and our 
power to consume the results of production. The view of the 
rationalisers, that ‘‘ if only they can bring down the unit costs of 
production, the problem of distribution will look after itself,” is 
a “blind faith.”’ He sees no hope until “‘ the purchasing power 
distributed in society’ is ‘“‘ measured in accordance with the 
productive capacity of the community, and not left to depend on 
the actual production secured by the free play of the forces of 
supply and demand.”’ Later chapters make it clear that this is 
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not a plea for some reckless system of monetary inflation. But 
granted that the monetary system works tolerably well, what else 
is the problem of making consumption match productive capacity 
except a problem of cost? Mr. Cole nowhere gets us nearer 
solving this problem than when he offers the not very helpful 
suggestion that it would not arise if society began with the 
decision that all should have useful work, and purchasing power 
wherewith to enjoy their share of the product of the associated 
labour of all. 

In tackling the unemployment problem Mr. Cole, like the rest 
of us, is pretty nearly at his wits’ ends. To meet the present 
emergency he would establish a National Labour Corps, volun- 
tarily recruited from the unemployed, whose task would be “‘ to 
make the country as a whole both a pleasanter place to inhabit, 
and a more efficient productive concern.” But this apparently 
attractive plan is nowhere worked out in anything approaching 
practical detail. It is all very well to propose that. the National 
Labour Corps should paint and decorate shabby dwellings, remove 
slag heaps and “clean up useless débris of every sort.’’ The 
cleaned-up country remains a beautiful dream unless the problems 
of the administration and finance of the Corps, and the relation 
of its work to ordinary industry, are tackled with much greater 
thoroughness than is anywhere shown in Mr. Cole’s exposition of 
his project. Mr. Cole can, and indeed does, retort that no one has 
yet produced a better plan than his; but he must be aware that 
this is a very inadequate defence of an exceedingly complicated 
experiment. 

For the better ordering of the national industry in general 
we are to rely on the establishment of a National Investment 
Board which is both to raise public loans and to control private 
capital issues. The case for this extension of control over the 
volume and direction of investment is cogently argued. Among 
other things the Board is to assist the redistribution of our indus- 
trial forces from the old staple export trades to that greater 
variety of small industries with which Mr. Cole thinks the future 
lies. The interesting chapters which deal with our industrial 
prospects are apt to fade away into generalities when it comes to a 
statement of exactly what and where and how large are the new 
trades which are the hope of the future. But the fault may be 
as much the world’s as the author’s. 

It is in his attitude towards the democratisation of industry, 
and his views on socialisation, that Mr. Cole has departed farthest 
from the doctrines of his earlier books. Though not yet a 
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Mussolini, he has lost much of the democratic fervour of his Guild 
Socialist days. The representative principle is dethroned from 
its unquestioned and universal supremacy and must now be 
content to criticise the government of experts instead of being 
itself the governor. The administration of industry, Mr. Cole 
recognises, is a technical business, and is “ therefore not suited 
for the application of the representative principle in its main 
operations.”” But because the “ practice of industrialism touches 
the lives of men ” at so many points it cannot be treated as wholly 
an expert affair. Democratic institutions are needed to express 
the voice of the ordinary people whose labour is organised and 
controlled by the expert administrators of industry. But they 
remain advisory, not executive. 

So also has Mr. Cole’s whole conception of Socialism undergone 
a profound change. Socialism is no longer a matter of ownership, 
as in the old days of the nationalisation of the means of produc- 
tion, distribution and exchange (a formula to which, no doubt, 
Mr. Cole would never have whole-heartedly subscribed). Social- 
ism now means “ the extension of some kind of effective social 
control over the economic system as a whole.” Consequently it 
has become an exceedingly elastic affair, so much so that “ not 
only is the question whether any given industry should be socialised 
an open one for the Socialist; the form of socialisation is also 
entirely open.” From the point of view of common-sense and 
good government this change is wholly advantageous to Socialism. 
Mr. Cole will, however, have an uphill, if laudable, task in con- 
verting the mass of those who call themselves Socialists to this 
extremely practical view. Moreover, it may be doubted whether 
a Socialism which has become so indefinite can permanently 
survive as a distinct “ism ’”’ in fundamental opposition to the 
world as itis. The Socialist has always claimed that the division 
between himself and the non-Socialist is absolute; it is another 
system, not an improved model of the present one, that he wants. 
Mr. Cole comes very near making nonsense of this claim, as he 
light-heartedly turns what have been Socialist principles into 
mere questions of expediency. In the long run the effect of his 
line of argument should be either to destroy the existence of a 
distinctively Socialist school, or to drive the would-be Socialist 
back to concern himself rather with questions of ultimate social 
purpose and social values than with legislative and administrative 
programmes. Mr. Cole, however, being confined by his subject 
to policies, not philosophies, naturally does not discuss these 


issues. 
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At the end of his survey Mr. Cole makes a very gallant attempt 
to balance up the effect on both sides of the National Budget of 
the various changes which he has proposed. He sees no purpose 
in struggling to redeem the National Debt and hopes to raise the 
bulk of the money required for new expenditure by diverting the 
free balance of the Sinking Funds to general purposes, and by 
increased taxation on inheritance (possibly a la Rignano) and a 
higher surtax. This part of the book is so important that the 
author might profitably have given time to working out his cal- 
culations in greater detail. Still, even a rough balance is better 
than none. Altogether, then, Mr. Cole has given us an ambitious 
and an important book. Unhappily the ruthless uniformity of 
its style (which is suggestive of Committee memoranda) prevents 
the book from doing itself justice. Mr. Cole would lighten his 
readers’ task, and win their sympathy more freely, if he some- 
times permitted them the luxury of an unexpected word or turn 


of phrase. ; 
BARBARA WOOTTON 


Economic Control. By Netw Skene Smitu. (London: P. S. 
King & Sons, Ltd. 1929. Pp. xiv + 306. 15s.) 


Mr. SKENE SMITH has a case to make, but he is anxious to be 
impartial in the making of it. We no longer believe, he begins, 
in the “ invisible hand,’’ hence we must substitute some control 
of our own over the economic machinery of the world. According 
to Dr. Hugh Dalton, who writes an introduction to the book, the 
question to-day “‘ is not shall the community intervene at all, but 
precisely how shall the community intervene.’ The book is 
divided into two parts: the first discusses methods of economic 
control in the abstract, while the second describes the experi- 
ments made in this field by the Commonwealth and the separate 
States of Australia. 

The object of economic control is to correct the admitted 
deficiencies of competition while retaining its benefits. There 
is in our society neither shortage of material resources nor inade- 
quacy in human power to exploit them. But there is maladjust- 
ment between means and end which can be corrected by conscious 
effort. Economic control can be exercised over both production 
and distribution. The main obstacles to maximum production 
are natural inertia, ignorance of the best method of utilising our 
resources, and anti-social preferences where individual gain 
means social loss. All these can, in Mr. Skene Smith’s opinion, 
be successfully combated by a series of measures, educational, 
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legislative and administrative, which he describes soberly and in 
detail. They include such non-controversial schemes as the 
appointment of Commissions to investigate and publish informa- 
tion on our mineral resources and manufacturing plants and 
processes; improved technical training and assistance to young 
persons choosing employment; a connected system of Labour 
Exchanges; simplified practice, standardisation in production, 
and co-operation between employer and employed by means of 
Works Councils. He also recommends compulsory legislation 
enforcing minimum standards of wage payment, the abolition of 
wasteful advertising, State assistance to emigration, housing and 
labour legislation, and State aid to industries which are a national 
necessity but do not pay the private entrepreneur. Monopolies 
should be firmly controlled, in the last resort by State competition 
in industry. 

With regard to control over distribution, Mr. Skene Smith is 
exceedingly cautious. As a disciple of Dr. Dalton he cannot but 
deplore the existing inequality of incomes and wish to redress the 
balance by taxation. But he qualifies his disapproval when the 
inequality has a good effect on the national income; he is anxious 
that everyone should be paid according to the economic social 
worth of his efforts, and this makes for inequality. To the above 
desideratum—payment according to economic social worth—he 
returns again and again, but admits that we have not yet dis- 
covered any method of securing it beyond payment by results, 
which is not free from objection and often misses the mark. 

The second part of the book begins with a description of Aus- 
tralian experiments in public ownership of industries, such as coal- 
mining, water-power production, irrigation schemes, the grain 
elevators of New South Wales, the various State railways, the 
wharves and meat abattoirs of Sydney and Melbourne, and finally 
the Commonwealth Government Shipping Lines. Australian 
economists claim that the State-owned industries have developed 
in a scientific manner and with greater publicity than would have 
been possible for private enterprise, but admit that the State 
treatment of workers does not encourage maximum efficiency and 
allows slackness that would not be tolerated in a purely com- 
mercial concern. Mr. Skene Smith maintains that State enter- 
prises have not received fair treatment from critics, that their 
losses have been exaggerated and their benefits minimised. In 
his opinion they have been advantageous to the consumer and 
have performed public services compensating for the deficit in 
the accounts. 
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The most interesting example of public control, apart from 
ownership, is the sugar industry. The net result of Government 
regulation to-day is that the Australian pays 1d. more per pound 
of sugar than the import price. On the other hand, the industry, 
which could not exist without such protection, maintains some 
100,000 persons who create a powerful demand for Australian 
products. Moreover, there are excellent prospects for the bye- 
products, which are not yet fully exploited. 

An interesting chapter devoted to Tariffs and Bounties con- 
cludes with the statement that in practice most of the ordinary 
necessaries of life can be obtained by the poorer members of the 
population as cheaply as though the tariff did not exist. Another 
interesting chapter describes Australian experiments in Labour 
legislation and Arbitration. At present, wages, hours and con- 
ditions of labour in most industries are laid down by Arbitration 
Courts or Wages Boards. We often hear the criticism that all 
the machinery set up for conciliation and arbitration has failed 
to prevent strikes. But the title ‘Compulsory Arbitration ”’ is 
misleading; the aims of Courts and Boards is the setting up of 
minimum standards rather than the direct prevention of trade 
disputes. Moreover, not all strikes are illegal, though a penalty 
may be imposed for disobedience to an award. On the whole, 
awards are satisfactorily observed and there is no important body 
of employers or employed, nor any political party in Australia, 
that would wish to do away with the existing form of control. 

Finally, Mr. Skene Smith argues, certain incontestable facts 
speak for Australian institutions. The population is increasing 
faster than that of nearly every other country, and the average 
Australian produces as much as he did before the War. Although 
hours of work have fallen steadily, real wages have risen by 
7-5 per cent. since 1911, the standard of comfort is higher and 
three-quarters of the population have Savings Bank accounts. 
How much of this can be placed to the credit of public control it 
is impossible to say. At one point Mr. Skene Smith seems to lose 
courage, for he admits that improvement ought to have been 
more conspicuous, that a country with such wealth of undeveloped 
resources ought not to have an unemployment rate of 8-2 per cent. 
and that helping people tends to make them apathetic. He even 
quotes the fact, proved by experience, that the capacity of a 
settler working for himself is four times that of the same man 
serving as a group member under a foreman. Nevertheless, he 
concludes, economic control is of the utmost importance to 
Australia. The book is carefully written, though there is some 
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unnecessary repetition, and the manner is judicial and restrained 
throughout. It is published at the very moment when the 
problems described and illustrated are very much in the public 
mind, and readers will find it both instructive and interesting. 

H. REYNARD 


The Problem of Industrial Relations and Other Lectures. By 
Henry Cray, M.A., Professor of Social Economics in the 
University of Manchester. (London: Macmillan & Co., 
Ltd. 1929. Pp. 322. 12s. net.) 


PRoFESSOR Cay has collected together in this volume fourteen 
essays, based mainly, though sometimes with considerable 
elaboration, on lectures delivered or papers published in the years 
1923 to 1928. Ten of the chapters deal with wage problems, and 
the last four with “the authoritarian element in distribution ” 
(which also has some reaction on wages), “‘ property and inherit- 
ance,” “‘ the distribution of capital in England and Wales,” and 
“a word for laissez-faire.” The wage chapters open with a dis- 
cussion of ‘‘ the problem of industrial relations on the eve of the 
war,” which is followed by a historical and critical account of 
“ government control of wages in war-time ’’—in some respects 
the most important chapter in the book. Two chapters deal with 
“the post-war wages problem,” and two more are devoted to 
particular aspects of that problem, namely, “‘ unemployment and 
wage-rates ’’ and “export trades and unemployment.” Three 
chapters deal with industrial disputes—“ the Whitley Reports 
and the machinery of conciliation,” “‘ government intervention in 
trade disputes,” and “‘ the place of arbitration in industrial dis- 
putes,” and the wages topic is concluded by a chapter on “ wages 
theory and the minimum wage.”’ The republication of a number 
of unconnected lectures on different phases of the same subject 
necessarily involves a good deal of repetition, but on the other 
hand we have the advantage of watching the play of the author’s 
mind around the subject over a period of time, altering or con- 
firming his views as further facts come to light and consideration 
of them becomes more mature. Repetition, moreover, is neces- 
sary to bring home to the reader the importance of the essential 
elements in the problem. 

Only a brief summary of the central theme is here possible. 
The problem of industrial relations between employers and 
employed is complex, being “affected by every change in the 
conditions of industry or the ideals of the workers.’’ Before the 
war a working system had developed. ‘The basis of order in 
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industry was a system of relatively stable wage standards, defined 
and enforced by trade unions or by custom, to which prices and 
production accommodated themselves. For every grade and 
class of worker a fairly well-understood wage standard in each 
district had to be paid; if the price that the consumer would pay, 
after meeting other necessary expenses, would cover this and leave 
a profit, production would be-maintained or expand; if not, 
production would be curtailed and finally given up. Employers’ 
profits took the first shock of depression, and the first gain due to 
any advance in prices. Continued depression, general or confined 
to a particular industry, might force wage standards down, pros- 
perity would certainly tend to lift them up; but such movements 
were gradual, and confined within narrow limits.”” The method 
of piecemeal adjustment to changing needs and conditions was, 
however, becoming inadequate before the war, because its basis 
was being undermined. The war destroyed it utterly, by revolu- 
tionising the whole peace economy and by altering all the relations 
of classes and industries. The “normal commercial basis of 
employment was lost.’’ The Government had authoritatively to 
direct labour to specific ends and to attempt to regulate wages so 
that they might keep step with the rising cost of living. The 
chapter on Government control of wages in war-time will well 
repay very careful study; it displays the efforts of authorities, 
often inexpert, to solve entirely new problems under circum- 
stances of extreme pressure, involving not mere money loss or 
gain, but the very existence of the State. This control, Professor 
Clay concludes, ‘‘ was rather a policy of interpreting than of 
superseding the play of supply and demand. . . . And in the 
process it was able to accelerate the advance in the wages of the 
less organised workers and check the exactions of the better 
organised ; it maintained some uniformity in the rate of advances 
in different trades, and levelled up district standards to a common 
national level. It was able to set some limits to the divergence 
of rates from pre-war standards and did much to damp down the 
effects of the temporary changes in the supply of and demand 
for labour.” 

The war left the country impoverished by the loss of labour- 
force and capital and by the diversion of labour and capital into 
uneconomic channels. The world demand for British goods and 
services was reduced through various causes, thus particularly 
affecting the export trades. A new orientation of industrial 
relations was necessary, but the old rules and customs had 
become ineffective, and the improved organisation and wider 
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aims of the workers were new factors. We have had to try to 
get back to stable relations and to a more economic application 
of our resources. Changes have taken place but in an unco- 
ordinated form. ‘‘ Average money earnings have almost certainly 
risen more than the cost of living, since increase in real wages in 
the lower-paid classes more than compensates for the decline 
among the higher-paid classes, and because earnings generally 
have risen more than rates. The maintenance of real wages has, 
however, been associated with a high level of unemployment.” 
Professor Pigou has attributed this abnormal unemployment to 
high wages, but Professor Clay points out that “in very few 
industries is it clear that a reduction in wages would by itself do 
much to stimulate employment,” and that other costs have risen 
as well as wages. The depressed trades show high unemployment 
associated with low wage levels, and the relatively prosperous 
trades with high wage rates (such as printing, boots and shoes, 
baking, heavy chemicals) “do not contribute a large proportion 
to the expenses of the depressed industries.”’ Coal and transport 
are material elements in costs, but coal prices and wages are below 
the average, while railway wages have been secured “at the 
expense of the shareholders rather than the railway users.” 

“ The root of the present disorder would appear to be a mal- 
distribution of labour brought about by the war. . . . Either the 
country must carry through a redistribution of its labour force, 
promoting migration and financing retraining—a policy for which 
neither the machinery nor apparently the will exists—or it must 
wait for the slow and painful distribution which is being affected 
by the curtailment of recruiting in the low-paid and under-em- 
ployed industries, coupled with the inducement to enter other 
industries offered to the rising generation by higher wages and 
better employment.” Government can, however, remedy the 
“serious handicap ” imposed on the export industries by insur- 
ance contributions and local rates. In the special case of the 
cotton industry, rationalisation is required. The expanding 
industries can only offer us temporary relief. British industry 
has been organised for a century for a world market and cannot 
change its direction without heavy losses. ‘“‘ Our recovery of 
prosperity depends on the world’s recovery.” 

This imperfect sketch will indicate the service which Professor 
Clay has performed in publishing this book. It is unnecessary to 
enlarge on his clarity, accuracy, and impartiality. 

Henry W. Maocrosty 
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The Control of Wages. By Watton Hammon and Stacy May. 
(The Macmillan Company. Pp. 180. 6s. net.) 

THE tendency which Professor Walton Hamilton represents 
in modern economic thought is a double one. First, a tendency 
to emphasise the influence of alterable social institutions on 
economic phenomena, as against the stress placed on unalterable 
“ natural’ factors and relationships which figured so largely in 
classical doctrine. Secondly, a tendency to distrust and even 
abandon the traditional deductive method of economic theory 
and to rely increasingly on the fruits of an inductive method of 
approach. 

Clearly, an advocate of such claims can hardly find firmer 
ground to lay his challenge than in the theory of wages; and 
Professor Hamilton does well to choose it to launch his iconoclastic 
assault. The growing dissatisfaction with traditional formulations 
of wage-theory and the increasing complexity of the labour 
market itself are forcing even the most dogmatic among-us to a 
discreet modesty in face of any actual wage problem. In Pro- 
fessors Hamilton and May’s treatment of the subject stress is 
primarily laid on the “ institutional’ nature of the problem. 
There is no methodological discussion of the adequacy of deductive 
analysis to the purpose in hand. Rather does the second con- 
clusion follow as a purely practical corollary of the first, since the 
authors’ inquiry leads them to the conclusion that the price of 
labour depends, not on a few simple factors, but on a large number 
of complex variables, the nature of which and the relationship 
between which we can only discover by extending the range of 
inductive research. 

Indeed, it seems regrettable that our authors’ approach to this 
latter problem was not more fundamental, and that the limitations 
of the series of which this volume is a part should preclude the 
work from having the full value that it might have had. The 
series is a popular one, designed as an introduction for the general 
reader to the social problems of the day. To its intention the 
book in question admirably conforms; but with this intention 
pursuit of some important analytical aspects of the question 
is necessarily inconsistent. Popular exposition and original 
criticism are seldom good bedfellows. And the argument of the 
book, which deserves a fuller exposition, loses something in 
cogency and completeness as a result. 

The authors start with the postulate that it is desirable to raise 
wages to as high a level as is practicable. If wages are “ deter- 
mined by natural and unchangeable laws beyond man’s control,” 
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there is little more to be done than to enunciate these ‘“‘ natural 
laws ”’ and to preach resignation. If, on the other hand, “ some, 
a great many, or all of the conditions upon which wages depend 
are subject to control,” then the central problem of applied 
economics lies in discovering what these controllable conditions are 
and how to control them. Clearly the second, rather than the 
first, of these hypotheses is the correct one, since “‘ the demand for 
labour is a compound of the volume of industrial equipment, the 
efficiency of technique, the quality of management, the demand of 
the public for the products of labour and kindred elements,”’ 
while “ the supply of labour is a matter of the number of labourers, 
their training, their experience, their abilities, their organisation 
and similar qualities’; and such factors are evidently ‘“‘ subject 
to human guidance ”’ in at least some degree. And the various 
deductive theories of a “‘ normal ” wage are singled out and shown 
to be invalid as refutations of this contention. Several admirably 
lucid chapters follow in which the various possible ways by which 
wages could conceivably be raised are examined and their relative 
importance estimated. These ways consist, first, in an increase 
in the nominal wage, at the expense of “ pecuniary incomes 
adjacent to the rate of wages,” of technical improvements and of 
changes in the organisation of industry ; secondly, in “ a reduction 
in the prices of the goods and services which the labourer buys ”’ ; 
thirdly, in an increase in the worker’s “‘ free income ”’ in the shape 
of insurance facilities and communal services generally. The 
possibility of increasing wages by “ squeezing ’’ other incomes is 
shown to be limited to the possible acquisition of ‘‘ rent ” elements 
and to the possibility of devising “‘ substitute ways of getting the 
functions performed which ‘ interest ’ and ‘ profits ’ now serve.” 
This latter is an interesting suggestion which is more original 
than it should be in face of the growing importance of “ collective 
saving’ in various forms. But the most promising source of 
*‘ an ever-expanding surplus from which to take higher wages ”’ 
lies in improvements in the organisation and technique of the 
industrial system. In particular, control of the trade cycle might 
yield a considerable surplus, as might also the abolition of rentier 
claims on industry through redemption by terminable annuities. 
Finally, it is necessary that labour should be suitably organised 
to annex these elements of disposable surplus when they arise 
and prevent them from accruing to other incomes and remaining 
there by force of convention or customary right. 

In summarising their conclusions in a chapter which they 
entitle ‘‘ A Theory of Wages” the authors conclude that “ no- 
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where are to be discovered ‘ the inevitable causes,’ ‘ the natural 
forces’ or the other imponderables that by some mysterious but 
inevitable ‘ natural law ’ hold wages in their vice-like grip.” On 
the contrary, ‘‘ these factors are ‘ institutional ’ and variable, they 
are each in its degree subject to control.’”’ And by very reason of 


ce 


the complexity of these factors “it is only when analysis, the 
assembling of facts and interpretation have breathed life into the 
abstractions of this theory, that it becomes an explanation of a 
particular rate of wages.” To this end more inductive research 
is required, and above all more official publication of data. 

It is perhaps ungracious to complain that the authors have not 
done what they make no explicit pretence of doing. Neverthe- 
less, one cannot avoid a certain disappointment when one’s 
appetite has been whetted more than it has been satisfied; and 
the very interest of their trenchant advocacy provokes the wish 
that they had carried their treatment further. As a popular 
statement of the relevant aspects of the wages-problem the book 
could hardly be bettered. As a comprehensive survey of the 
groundwork, pointing the road along which future inquiry should 
proceed, it is both comprehensive and suggestive. But it is 
prolegomena to a study of the problem rather than the study itself. 
In particular, we are left a little in the dark as to the precise 
nature of their criticism of the ordinary theory of distribution, 
apart from their general dissatisfaction with its results. Pro- 
fessor Hamilton categorically declares that ‘“‘ there is no such 
thing as a ‘ normal wage’ or a ‘ natural rate of wages.’” But 
the two phrases are not necessarily synonymous; and it is not 
clear whether our authors merely wish to banish the latter, or are 
making the much more destructive claim that the formulation of 
any normal rate is impossible because (within the compass of 
prevailing assumptions, at least) the problem is theoretically 
indeterminate. If they adopt only the first contention, the authors 
are merely advancing the not altogether novel ciaim that the next 
step must be an extension of inductive research, to enable an 
arithmetic solution of the equations of wage-theory to be under- 
taken in any particular instance. But in this case their argument 
lies in the sphere of applied economics, not of economic theory as 
such: in the latter sphere they are doing little more than emphasise 
that in an equation “ constants’ are “‘ constants.” Deductive 
theory will still remain as a framework for applied economics, 
indicating limits and certain relevant relationships. This, in fact 
seems all that they prove in this book or attempt to prove. If, 
however, they intend to go further and assert that what are usually 
No. 156.—voL. XXxIXx. RR 
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treated as “‘ constants ” in wage-theory cannot consistently be so 
treated, and that no available set of equations are really soluble, 
then their argument is more iconoclastic, and their championing 
of the inductive method is considerably more significant and 
uncompromising. 


Cambridge. 


Maurice Doss 


Simonde de Sismondi as an Economist. By Mao-Lan Tuan, Ph.D. 
(Columbia Univ. Press, and P. 8. King, Ltd. Pp. 171. 
14s. net.) 


CERTAINLY a good deal of the trouble devoted in doctorate 
theses to a restatement of economic theories from the past has 
merely antiquarian interest. Nevertheless, such study, when 
conducted with an eye to significance, can often have more 
importance than is fashionable in some quarters to admit. As 
a means of profiting from the errors of others, or as a demonstration 
of the logical development of a theory, it can have some small 
importance of a purely didactic order. In suggesting conceptions 
which among later writings have been submerged or neglected it 
can yield a limited fruit. But perhaps its greatest value lies in 
making explicit the assumptions of writers which are different 
from our own, and by contrast defining more sharply the assump- 
tions which underlie our own thought. 

To this end primary interest lies not in the detailed theories of 
our ancestors, but rather in their system as a complete whole. 
Unfortunately Dr. Tuan in his careful and scholarly study of 
Sismondi seems to have the former rather than the latter as his 
chief concern. Each section of Sismondi’s doctrine is examined 
in turn, constituting an excellent work of reference for those who 
desire a convenient synopsis or concordance to Sismondi’s writings. 
But in fitting the pieces to a general pattern the author is less 
skilful: the generalised picture he gives us falls short of satisfying ; 
he hardly achieves success in enabling us to see the relationship 
and significance of the school of thought of which Sismondi was 
typical to the development of economic science as a whole. 

It is perfectly true that a characteristic of Sismondi is that he 
had no logical system. But this very fact that he did not possess 
a system, and did not aim to, is itself significant and points to 
what was distinctive in his approach. Marx acutely described 
Sismondi as the forerunner of “ petit-bourgeois socialism.” 
Sismondi represented the standpoint of those at the threshold of 
the industrial revolution who stood apart from the new industrial- 
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ism, hostile to it, because their accustomed world was undermined, 
their traditional scale of values violated. Dr. Tuan calls him 
‘the champion of the rural interests’; and as such he viewed 
society atomistically through the eyes of the small peasant. He 
was a critic of the new industrial order, but a critic on behalf of 
the endangered property-rights of peasant and craftsman, a critic 
who defended the stability and order of the old against the hazards 
and license of the new. As a champion of the corporation laws 
of the guilds against laissez-faire, of the working peasant against 
the capitalist landlord and the capitalist farmer, it was natural 
for him to hold a paternalistic view of the State as a brake on the 
harshness of competition, as a curb on the ravages of the machine. 
And in this he clearly foreshadowed, on the one hand, the later 
cathedar-socialists of Germany and the Fabian collectivists in 
England, and, on the other hand, the medizvalism which was so 
strong an element in the guild socialist movement of our own day. 
Nor does Sismondi represent an isolated phenomenon. His 
ideology seems to find a close parallel in all countries where the 
uprooting touch of industrialism is being felt—the Narodniki or 
Populists in Russia in the ’seventies and ’eighties, the Granger 
movement in America and similar tendencies of thought in India 
and China to-day. 

Dr. Tuan very appropriately draws various parallels between 
Sismondi and Marx, the latter of whom he considers did the 
former scant justice. But the comparisons he makes are mostly 
on points of detail, which, isolated from a general context, miss 
the essential and significant contrast. Marx did not glorify or 
defend the past against the new capitalism. He accepted the 
new industrial system where Sismondi did not: his criticism of it 
was from the standpoint, not of a class which faded as industrial- 
ism developed, but of a class which was itself child of the machine 
and nurtured by the machine, and was destined ultimately to 
revolutionise the property-basis of society. Consequently, like 
the classical economists, Marx was interested in developing a 
complete logical system, the former because they believed in a 
‘* natural order,”’ the latter in order by the very act of interpreta- 
tion in logical categories to unfold the contradictions from which 
development and change would proceed. But for Sismondi there 
was no “ natural harmony ” in the new industrialism to require 
explanation. There was no question of rational interpretation 
of a phenomenon which he could not accept because he could 
never believe it was not a mistake or an act of anti-Christ. While 


Marx’s criticism, therefore, overlapped that of Sismondi on a 
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number of points—for instance, the theory of crises, of population, 
Sismondi’s theory of the exploitation of the labourer by the 
entrepreneur—for Marx such individual concepts were woven into 
a general texture and had a distinctive significance to the extent 
that his theoretical system as a whole was different. Hence, the 
“indebtedness ” of Marx to Sismondi which Dr. Tuan claims to 
find seems clearly an exaggeration, based on superficial and 
incidental rather than on fundamental similarities. 

The degree of “‘ inconsistency ’” which Dr. Tuan points out 
between Sismondi’s theory and practice of methodology is not 
altogether surprising. Sismondi did not believe in any logical 
unity in the economic world. He was “ convinced that one is 
falling into serious error in wishing to generalise everything that 
is related to the social sciences.”’ ‘‘ Abstraction,” he declared, 
“is always a deception.” Hence, he naturally turned to em- 
pirical observation, in which one is at liberty at times even 
to glory in one’s inconsistency. Disbelieving that capitalism 
embodied a “ natural order,”’ he was more interested in historical 
comparison of institutions for which the classical economists had 
little use. It was sufficient for him to indicate the fact that 
inventions and change brought unemployment in its train, that 
competitive production for the uncertainties of a wide market 
brought gluts and fluctuations. He did not feel the urgent need to 
demonstrate by the niceties of logical categories how such mon- 
strous exceptions could occur to the natural harmony of a sublime 
order. At the same time he was not averse to the use of deductive 
inference where common sense thought it appropriate. In his 
essential eclecticism Sismondi was formally nearer to Smith than 
to Ricardo, in his empiricism nearer to Malthus than to anyone 
else. As a field-worker among economic institutions Sismondi 
will always hold a place in history; and Dr. Tuan has done a 
timely service in reminding us of it. As an inventor of theories 
he has never properly held a place at all. As an acute observer of 
fact he should command more admiration than has usually been 
accorded him, but not as an artist of ideas. 

Whereas their bias aided the classical economists in building 
their masterly structure of theory, Sismondi’s contrary bias aided 
him in the observation of significant facts to which the bias of 
other economists was blind. And Dr. Tuan does well to. point 
out how close to modern thought Sismondi in many particular 
instances was. His contention that happiness rather than wealth 
ought to be the pursuit of economic study has a distinctly modern 
ring. His theory that distress and poverty may encourage an 
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increase of population rather than comfort and plenty, and that 
hence unequal distribution of wealth may itself cause that over- 
supply of labour which maintains the poverty of the poor, is more 
in line with current notions to-day than with those of his own 
time. His theory (as Dr. Tuan paraphrases it) that taxation 
ceases to be an evil “ if what it gives in common enjoyment equals 
what it causes in sacrifice ’’ might have been quoted from a modern 
text-book; while his advocacy of direct taxation and of pro- 
gressive taxation was a bold anticipation of the more fashionable 
doctrines of half a century or a century later. While Sismondi 
had little use for the futile insubordination of trade unions, he 
outlined proposals for the limitation of working hours, the 
prohibition of child and female labour, and social insurance for the 
wage-earner. His suggestion to accelerate the early resignation of 
business men by conferring decorations on their retirement should 
find sympathy in an age grown restive under “ pocket director- 
ships”; while his proposal that the State should adopt the 
function of controlling the birth-rate is bolder than what most 
neo-Malthusians dare to advance. 

But perhaps the most interesting of Sismondi’sspecial doctrines 
was his theory of industrial crises. That these were the product 
of industrial capitalism and that they were accentuated by the 
existence of a developed credit mechanism was his central indict- 
ment of the new order. And in the importance which he attached 
to this phenomenon in an age of general blindness and unconcern 
he anticipates our modern emphasis. Sismondi, indeed, has the 
honour of being the forerunner of the modern study of the trade 
cycle. But here again he was more concerned to indicate the fact 
of gluts and depressions, and their obvious connection with wider 
markets, competition and new inventions, than to construct a 
detailed causal explanation of them. ‘‘ Though it assumes the 
name of a theory, its basis is strictly descriptive and practical,”’ 
as Dr. Tuan observes, “ and needs no postulate of any kind to 
make it work.’ Over-production was for him a phenomenon, not 
a logical category; and it is hardly correct to depict him as the 
father of later conceptions of under-consumption as the adequate 
causal explanation of trade cycles. Dr. Tuan suggests that 
‘‘ Sismondi thought that raising the wages of the most numerous 
class of society would help in solving the crisis problem.” 
Maybe; but the conclusion does not necessarily follow from his 
argument, and one may equally well doubt Dr. Tuan’s suggestion 
as accept it. Had he been pressed for a more precise characterisa- 
tion of his “‘ general over-production,” Sismondi might well have 
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analysed it (as Malthus did in a passage cited in this book, and as 
Marx also did later) as “a glut of commodities compared with 
labour, so as to lower profits and to check for a time further 
production.”” And for this, of course, a raising of wages or a 
diminution of inequality would not necessarily be any cure. 
MavricE Doss 
Cambridge. 


The French Franc, 1914-1928. By E. L. DuLLEs; with an intro- 
duction by Attyn A. Youne. (Macmillan. Pp. xxxvi + 
570. 27s.) 


Tus volume is as yet the most complete English account of 
the depreciation and final stabilisation of the French franc. Its 
aim, however, is not merely to provide an historical narrative. 
The late Professor Young in his introduction aptly remarks that 
“it is no longer profitable to inquire into the working of a depre- 
ciated currency with no other end in view than that of finding 
a fresh confirmation of established monetary principles.” Dr. 
Dulles combines with her narrative a critique of these principles. 
In particular she seeks to emphasise the various psychological 
influences which inevitably become of special significance when a 
currency is subject to continuous depreciation. To that emphasis 
no objection is likely to be raised except that in calling attention 
to what may perhaps have been an under-rated factor, care should 
be taken that a proper balance is still preserved. It is not quite 
clear that Dr. Dulles has succeeded in striking this balance. It 
should be possible to state the practical difficulties of French 
Finance Ministers without conveying the impression that they 
were faced with an impossible task. In a sense that is to deny 
the problem. No doubt ex-Ministers will be grateful for any 
apology that may be offered, but most economists will remain 
unconvinced. It is not the business of the statesman to harbour 
illusions which leave his budgets still unbalanced. No matter 
how dramatic the gesture, or how well the scenes are staged 
which are to restore confidence to the holders of francs, there 
remains an economic and financial problem to be solved. 

Dr. Dulles is critical of the value of a quantity theory of 
money which depends so much upon velocity of circulation. “ It 
is obviously too mechanical a theory to express the shifting 
complex of economic and psychological relationships which 
governed short-run value in France. It became apparent that 
the value of money must be influenced first through moral 
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channels, and then, in the second instance, through economic 
channels ” (p. 20). In the same way theories which are based 
upon purchasing power parities are equally deficient. They are 
too complex for political action and too ambiguous for the prac- 
tical financier. Statistical difficulties apart, the conception of a 
purchasing power parity is said to have only a limited validity, 
chiefly because it assumes that there is “a causal influence 
running quickly from prices to exchange rates,’ whereas in France 
“ causality ran distinctly from exchange rates to prices ”’ (p. 25). 
Surely the problem of explaining the disparities between actual 
exchange rates and true parities has not been ignored by writers 
on the subject. And if the line of causality was from exchange 
rates to prices, does that not give point to the argument that 
currency stabilisation might have been accomplished prior to 
budget equilibrium by adequate exchange intervention out of 
available resources? Dr. Dulles, after somewhat inadequate dis- 
cussion of that argument, concludes that the only road to stability 
was by first securing budget equilibrium (p. 388). In an earlier 
chapter the statement is found: ‘‘ Experience has demonstrated 
that it is possible for the Government to exert a considerable 
influence on foreign exchange rates, while price and credit control 
are difficult ” (p. 348). But the important point is whether such 
a “‘ couziderable influence” could not have been made a deciding 
factor in such a way as to have brought about stabilisation at an 
earlier date. Those who advocated exchange intervention could 
not be accused of ignoring the budget problem. The question 
was rather one of mechanism. Dr. Dulles contents herself by 
submitting three main reasons why in the case of France budget 
equilibrium “had to precede stabilisation ” (reviewer's italics) : 
(1) Taxation was fairly evenly balanced as between direct and 
indirect sources of revenue; (2) much of the State expenditure 
was fixed irrespective of the course of prices; and (3) speculators 
had come to look to the budget as a main index of the financial 
condition of the country. In practice, of course, it was much 
easier for them to look to the regular statements of the Bank of 
France and assume their accuracy. 

The volume, however, is not without merit. Among other 
things there is a clear account and criticism of the theories of the 
plafond unique and the circuit fermé. In some respects Dr. Dulles 
is at her best in treating of the French public finances. She is 
also at pains to provide the more important statistical data. 
There is a statistical appendix extending to fully eighty pages, 
and many additional tables are inserted in the text. But in 
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view of some of the author’s earlier remarks one rather wonders 
whether that statistical material can be put to much use. 
D. T. Jack 
The University, 
St. Andrews. 


England and the New Gold Standard, 1919-1926. By WitiiaM A. 
Brown. (King. 1929. Pp. xvi + 322. 15s.) 


Tuis is a useful book. In his Preface the author remarks 
that “the Western world has not returned to the habits of thought 
and the degree of contentment with the results of individual 
enterprise which were characteristic of it before the great upheaval. 
In currency matters, also, the urgency of the problems of recon- 
struction brought into being a degree of international co-operation 
not previously known.”’ The theme of the book centres on the 
problem of the instability in the value of gold. Under the 
changed conditions which now prevail we have a “new gold 
standard” the full possibilities of which have not yet been 
realised. There is, however, no mere return to the ‘‘ automatic ”’ 
functioning which was supposed to exist before the war. Mr. 
Brown sets out to describe “ the historical origins of the changes 
which the gold standard has undergone since 1914; . . . to show 
the relationship of the British Empire as a whole and of the 
United States, to the problem of the return to gold, and . . . to 
find in the rich experience of these years some new illumination 
as to the nature and principles of the gold standard.” 

On the whole Mr. Brown succeeds in presenting a fresh dis- 
cussion of a familiar sequence of events, largely through the 
attention which he gives to the problem as it might be viewed in 
the gold market. Among other things, he examines the means 
taken to prevent a serious reduction in South African gold pro- 
duction, the attempt to restrict the Indian demand for gold, and 
the use to which gold was put in the United States. There is a 
useful examination of the position of South African gold-mining 
from 1920, which shows the influence exerted by the South 
African price level, the London-Johannesburg exchange rate, and 
the under- or over-valuation of sterling by the sterling-dollar 
exchange. The first of these affected mining costs in South 
Africa; the second affected proceeds of sales of gold in London 
when realised in the Transvaal; and the third affected the 
‘degree of accuracy with which the London market price of 
gold bullion reflected changes in the world value of gold ”’ (p. 76). 

On the questions raised by Great Britain’s return to the gold 
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standard in 1925 the author is cautious. The Chapter on “ The 
Conflict of Opinion and Economic interest,’’ which records the 
diverse opinions of Mr. Keynes, Mr. Brailsford, Mr. Cole, Mr. 
Wheatley, Lord Melchett, Mr. Kiddy, the Federation of British 
Industries, etc. is somewhat disappointing. The author, of 
course, may claim that it was no part of his argument to consider 
the wisdom of the actual timing of the return. And ample com- 
pensation for this is afforded in a later Chapter on “‘ The Technique 
of the New Gold Standard.” The analysis here is based upon a 
threefold classification of gold shipments under the new con- 
ditions: (1) The gold movements resulting from the ordinary 
working of the gold standard; (2) gold movements to the East 
and for the trade; and (3) “ shipments of monetary gold whether 
physically moved or ‘ earmarked,’ made by central banks in the 
execution of monetary policy irrespective of exchange rates ” 
(p. 267). These do not represent new types of gold movement ; 
the new significance lies in the increasing importance of the third 
type. Gold movements of the third type “indicate no dis- 
equilibrium of prices between different countries. They tell 
nothing of the relative value of gold in different parts of the 
world. They are often capital transactions made with a view, 
not to the correction of deviations in the foreign exchange, but 
to the provision of, or increase in, the limiting element in the 
currency systems of different countries. . . . They provide one 
of the means by which the value of gold may be regulated. For 
by deliberately moving gold from one bank reserve to another 
through purchase and sale regardless of exchange profit, a dis- 
tribution of the metal so as to prevent undue deflation from 
scarcity or inflation from over-abundance becomes conceivable 
without abandonment of existing ideas about reserve ratios ”’ 
(p. 275). Gold movements of this type may be increased as a 
result of the post-war distribution of monetary gold stocks, but 
if there is a danger of gold inflation or deflation, can that really 
be prevented without some change in “existing ideas about 
reserve ratios ” ? 

The problem as regards the future depends upon the sufficiency 
of new gold production in relation to the world demand for the 
metal for all purposes. Mr. Brown accepts uncritically the 
assumption of Cassel that a gold production equal to 3 per cent. 
of the total stock will continue to be necessary to maintain stable 
prices. It is unfortunate that he does not examine this assump- 
tion in detail, but, having made it, he is forced to conclude that 
the immediate danger is one of a rise in the value of the metal. 
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In that connection the question also arises as to how far a redis- 
tribution of the United States’ gold holding might serve to check 
a rise in the world value of gold. (In the marginal heading on 
p. 306, “ decline ” should read “‘rise.”) In 1924, a United States 
Government Report stated: ‘‘ While the United States has more 
than half the total monetary gold in the world . . . a return to 
the normal functioning of the gold standard throughout the 
world will make necessary a redistribution of its disproportionately 
large gold reserves.”” And Dr. Sprague told the Royal Com- 
mission on Indian Currency and Finance that “it certainly 
renders the world a little less dependent upon the vagaries of 
gold production that there is this large store of gold in the United 
States available in one way or another to support prices through- 
out the world at something like present levels.’’ There are, of 
course, those who doubt whether the amount of surplus gold 
which the United States would allow to be redistributed would 
have much real compensating effect unless the various central 


banks agreed to rationalise their gold holdings. 
D. T. Jack 


The University, 
St. Andrews. 


The Money Illusion. By Proressor Irvine FisHer. (London: 
George Allen and Unwin, Ltd. 1929. Pp. xvi + 245. 
7s. 6d.) 


In The Money Illusion Professor Irving Fisher resumes the task 
of advocating stable money with his accustomed cogency. The 
‘illusion ” is the common man’s tacit assumption that money is 
in fact a stable measuring rod, together with the large class of false 
propositions which may be deduced from that assumption. 
Professor Fisher seeks by the skilful use of example and analogy 
to dispel that illusion from the mind of the general reader. 

Having treated of first principles, Professor Fisher makes some 
comments on the present situation. Of recent American pros- 
perity he writes that ‘‘ the cause which is probably the most 
important of all, that is, stable money since 1921—approximately 
stable—has all but been overlooked.” He praises the work of the 
Federal Reserve Banks, but adds that “ such stabilisation as we 
have enjoyed during the last few years has been the result of an 
exceptional opportunity.”’ Remedies for instability he divides 
into two classes—expedients which put off the solution, and 
solutions. The former are (i) the widespread and systematic 
adjustment of regulations prescribing the reserve ratios of central 
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banks, and (ii) international clearing. He gives three possible 
solutions: Professor Lehfeldt’s plan for controlling production, his 
own compensated dollar and the abandonment of gold. The dicho- 
tomy does not seem happy. Reserve regulation widely undertaken 
with international agreement might prove a solution, not a mere 
palliative, unless conditions of gold production became radically 
different, and in that case the Lehfeldt and Fisher schemes would 
also prove unavailing. The amount of international agreement 
implied by the operation of either of those schemes would be 
sufficient to secure fine adjustment in reserve regulations, and that 
adjustment alone should give stability. Public opinion, however, 
must needs become much better educated than it is at present 
before it would endorse the annual or quinquennial reduction by 
one point in the legal gold cover requirement of its central bank. 
Yet that is the kind of action implied. Consequently, Professor 
Fisher’s attempt to educate the public in this book is of very great 
value. 


R. F. Harrop 


Christ Church, 
Oxford. 


A Study of Interest Rates. By Karin Koox. No. 1, Stockholm 
Economic Studies. (London: P.8. King. 1929. Pp. 252. 
12s. 6d.) 


TuE publication of this book is an event of some importance, 
as it is No. 1 of a series of studies to be produced by writers 
connected with the Department of Economics at Stockholm 
University. Miss Kock has produced a very competent piece 
of work, and has set a high standard for the series. If future 
studies in it are to be as useful as this first one promises to be, 
we hope that the publisher will see to it that a more durable 
binding is provided. The design of the cover is very attractive, 
but the material has unfortunately been so skimped that the 
front cover already threatens to come away from the back of the 
book before it has found, what it most certainly deserves, a 
permanent place upon our shelves. One or two other details of 
this sort should be mentioned. There is a misprint on p. 177, 
where the pegged London Commercial Bill rate for 1927 is given 
as 3,5,% instead of 4,5,%. There is a sentence on p. 159 which 
appears to be mistranslated “ the area (to be sown) is not as a 
rule reduced, only the kind of produce ”’; and on p. 59 a table 
showing the percentage of total loans made at different rates of 
interest is worked out to the nearest ten-thousandth part of 1%. 
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These small blemishes are worth attention because the form, 
the table of contents, bibliographies and charts are all that they 
ought to be in specialised studies of this character, but the absence 
of an index is not properly compensated by the analytical table 
of contents. 

Miss Kock tells us in her Foreword that “ the relations between 
different kinds of interest rates as they appear in the market first 
attracted her attention ’’ when she was working in the intelligence 
department of a Swedish bank, and that she was enabled by 
travelling fellowships to make a study of the problem in London 
and elsewhere, and to discuss it with economists and bankers. 
She represents an increasing number of writers who have carried 
into the business world a training in scientific economics, and 
who are able in consequence to make available for the theoretical 
economist a useful survey of practical details which are not usually 
accessible to him. Among studies of this class her book will take 
a high place, and it ought to be invaluable to any student of 
interest rate problems because of the precise and lucid way in 
which important practical problems of borrowing and lending 
are dealt with. 

Particularly interesting and suggestive are the chapters 
which show the influence which the differing organisations of the 
money markets in London, New York, and Stockholm have upon 
the availability of credits, and hence upon the relationship 
between the prices paid for loans of different lengths of time. The 
analysis of these markets is certainly the strongest part of the 
work, and the appendices describing briefly their structure are 
useful, and well conceived and carried out. Within these limits 
the book certainly achieves its object, but it is a different object 
from that which is set out in the Foreword. Far wider theoretical 
considerations would have been included if the Foreword were to 
have been justified, and it would be possible to criticise the 
interest theory upon which the book has been conceived. But 
Miss Kock knows her materials and her money markets; and this 
book, written from a fresh point of view, provides one of the many 
needed bridges between Money Market Primers and books on the 
theory of Money and Banking, and it should be useful to those 
who are interested in the organisation of money markets as well 
as those who are studying the theory of interest and capitalisation. 

N. F. Han 
University College, London. 
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The Mystery of the Trade Depression. By Freprric E. Hot- 
SINGER. (London: P. 8. King & Son, Ltd. 1929. Pp. 
xxxix + 360. 7s. 6d.) 

Mr. HOoLsINGcER’s aim is to make every man and every 
woman an economist, though for the orthodox economist he has 
nothing but contempt. “‘ The capitalist system is reeking with 
intellectual dishonesty,’ and economists are either too short- 
sighted or too prejudiced to understand what, by the simplest 
process of reasoning, Mr. Holsinger has discovered. The capit- 
alist is the villain of the piece, and his crime lies in saving, and in 
exporting capital goods, instead of making and selling goods of 
rapid consumption to his fellow-countrymen. The foreign trade 
of Great Britain, Mr. Holsinger reminds us, annually shows a large 
excess of exports over imports; what return does she get for the 
virtue that goes out of her? None, since the excess of exports 
can only mean that capital is exported on credit. With the 
utmost generosity Great Britain forces loans on her Colonies and 
Dependencies, and even on foreign countries, while the masses of 
the people are thereby robbed of the goods they sorely need. 
Some of the foreign loans turn out total losses, as, for example, 
when Russia and South American Republics repudiated their 
obligations. Where the capital is not lost, goods should return 
to the creditor country in payment of interest, but as the debtor 
countries go on borrowing and some of them even raise fresh loans 
to pay the interest on their previous debts, no return of any kind 
ever accrues to the lender. Only during the World War did 
Great Britain receive interest in the shape of goods from her 
debtors. 

Since we are not after all a nation of lunatics, to what is this 
mania for exporting capital goods on credit to be ascribed ? 
Obviously to the divergence between individual and national 
interests. The manufacturer must produce to keep his machinery 
running and he must sell. Since he refuses to pay adequate 
wages, his employees can neither afford to buy home-made goods 
nor create an effective demand for the imports that might have 
come in in exchange for the exports. So the manufacturer sells 
abroad and is paid with the money which his foreign customer has 
borrowed on the London market. And the worker goes empty. 
It is true that increased production means increased employment, 
but since ex hypothesi the additional goods go out of the country, 
a large number of employees are left to compete for the same 
quantity of goods, and the sole result is a rise of price level and 
diminished purchasing power. The view that increased pro- 
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duction benefits the worker is therefore a mere delusion. Nor can 
we expect any improvement under the existing order, since the 
ideal of the capitalist, backed up by the economist, is the expan- 
sion of production, which, to be successful, requires a fixed money 
wage and a rising price level: in short, the “secret mulcting ”’ 
and “‘ wholesale robbery of the working classes.” 

The argument, despite endless repetitions and absurd flourishes 
and extravagances, is developed logically enough from its own 
peculiar assumptions, and is enlivened by abuse of every economist 
of note. The reader who has had the patience to go through with 
it, hopes to find at last some constructive proposal for the regenera- 
tion of society, if not the ushering in of the millennium. But the 
end is crude and meagre. A share for the workers in the owner- 
ship of industry is dismissed as a mirage. The workpeople can 
never acquire rights in existing undertakings because, apparently, 
the capitalist will not let them purchase shares. Despite the 
daily Stock Exchange quotations, Mr. Holsinger is convinced that 
the small investor cannot buy the stock of Public Utility Com- 
panies, or of commercial or industrial concerns. He is forced, 
especially in America, to purchase foreign securities of doubtful 
value, since Mr. Ford will never consent to part with a single share 
in his great Works. The fame of the recent issues has evidently 
not reached Mr. Holsinger, and Mr. Ford is a great worry to him, 
though on balance even Mr. Ford can be used as an argument 
against capitalism. 

Nor will taxation, to which Socialists look so hopefully as a 
means of securing a more equitable distribution of wealth, serve 
Mr. Holsinger’s purpose. For the capitalist always contrives to 
hand on the burden to the consumer. The Capital Levy is a 
“ financial chimera ”’ and an “economic delusion.”” The only 
possible expedient is confiscation of all income and property 
above a given margin, but this margin is fixed quite astonishingly 
high: at £10,000 for income, £200,000 for income-bearing pro- 
perty and £20,000 for unproductive property. Only 9,353 
persons will be affected by the confiscation of income, and the 
rest can therefore breathe again. To deal with so small a number 
will be comparatively easy and the whole thing can be done by a 
transfer of shares, a mere paper transaction, which will involve 
the minimum of dislocation. No further heroic measures will be 
needed, for this redistribution of resources will prevent excessive 
saving, do away with “ frozen income,” and allow everything to 
settle comfortably in its place. In short, it will bring about that 
ideal state in which everyone will have, not according to his need, 
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which is the Communist fallacy, nor according to his labour, the 
Socialist prejudice, but according to his “ capacity to consume ”’ 
—whatever that may mean. The reader who is not wholly 
satisfied can look forward to more light, for Mr. Holsinger 
promises us at least four further volumes on similar lines, to solve 
any outstanding problems. 


H. REYNARD 


The Co-operative Pattern in Cotton. By R. H. Montcomery. 
(Macmillan. Pp. 335. 10s. 6d.) 


In this realistic study of the dynamics of marketing Dr. 
Montgomery much advances the knowledge of cotton growing 
and selling in the U.S.A., and, by making a detailed examination 
of the events which preceded and followed the setting up of the 
Texas Farm Bureau Cotton Association for the co-operative 
marketing of cotton in that State, crystallises the issues and 
problems which would be raised by any extension of co-operation 
designed to control production and manipulate prices. His 
general finding, based upon patient investigation and intimate 
association with the Texas experiment, is that the existing 
farmers’ co-operative selling organisations, usually limited to 
operation within one State, can justify themselves by the economics 
of large-scale enterprise which they bring in collection, ware- 
housing, financing, ginning and direct selling, but that the need 
for stabilised prices and rational control of output is so urgent 
that only a scheme covering the whole cotton belt can effectively 
deal with the farmers’ difficulties. 

The position of the cotton grower in the U.S.A. presents a 
social problem of some urgency and a theoretical question of 
great interest. On the human side there is the picture which the 
author presents of ‘‘a whole miserable panorama of unpainted 
shacks, rain-gullied fields, straggling fences, rattle-trap Fords, 
dirt, poverty, disease, drudgery and monotony that stretches for 
a thousand miles across the cotton belt.”’ On the analytical side 
is the speculation of how far, and by what reorganisation, it will 
be possible to ensure a steady income for growers who produce a 
crop which is notoriously liable to unforeseeable fluctuations in 
demand and supply, and the inelasticity in the demand for which 
leads to violent fluctuations in the aggregate income of the 
farming community. The obstacles which lie in the way of 
improvement in the conditions of those who are so little inclined 
to help themselves appear almost insuperable, and the author does 
not belittle them. The cotton-growers are, on the whole, an 
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impoverished and ignorant class working by traditional methods 
on small-scale farms. In many cases they are bound hand and 
foot to merchants or local banks for the financing of their crop; 
they know little of market conditions and have shown no natural 
inclination to co-operative effort such as that found in Denmark. 
In his first chapter Mr. Montgomery, using reports of the Depart- 
ment of Agriculture, shows that the local market for cotton lacks 
all the essentials of the perfect market. The same kind of cotton 
is sold at the same time in the same locality at different prices, 
and no adequate difference in price is found between low quality 
and high quality grades. Chapters two and three give a racy 
description of the clash between the immovable object of agri- 
cultural tradition and conservatism and the irresistible force of 
those methods of propaganda and crude public appeal in which 
the American business man excels. It is described how the 
original Sapiro plan for a unified co-operative organisation to 
control the output of the whole cotton belt gradually dwindled 
in the face of opposition and practical difficulties to a limited 
scheme covering only about 5 per cent. of the Texas crop. 

The faithful account which is given of the events in Texas 
throws great, light upon many of the queries that it is natural to 
address to this new development in producers’ associations for 
marketing control :—How is the financing of the annual crop 
arranged? What manner of control do the members exercise 
over the board of direction? What degree of stability can such 
an association hope for? On the last of these questions Mr. 
Montgomery is particularly illuminating, for he shows that, 
although the Association binds its members by written contract 
and holds them by the representation which the individual 
member has in appointing the board of directors, yet it is forced 
to spend each year a larger proportion (in 1927 about one-third) 
of its overhead charges in “‘ field service,” and it is seeking to 
identify its members more and more closely with it by extending 
its activities into ginning, seed provision and the financing of 
standing crops. 

It is one thing, however, to assert upon the strength of a 
careful inquiry that local associations for marketing can improve 
the financial standing of growers—either through the net social 
gain of large-scale handling or through a redistribution to the 
advantage of the grower of the total price obtained for cotton 
arising out of his increase in marketing strength. It is quite 
another to suggest that a unified plan for the control of the output 
and price of the whole of the cotton crop would be successful, 
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and Mr. Montgomery would probably be the first to admit that 
the recommendations which he puts forward in the final section 
of this volume are but the first words in an unexplored problem. 
He seems, indeed, to belittle the gigantic difficulties which would 
face such a scheme. At some of them he hints, as, for example, 
how it will be possible to maintain even a semblance of democratic 
control in a marketing organisation covering such a tremendous 
area as the cotton belt and dealing with so immense a crop. 
Many others he appears to neglect under what appears to the 
present writer to be the mistaken assumption that the problems 
which would face a unified co-operative marketing scheme “ are 
not new types of problems,” but similar to those faced by industry 
in general, such as “‘ the packing, steel and petroleum industries.”’ 
The establishment of a democratically organised plan for the 
control of the cotton supply appears to differ basically from the 
creation of an industrial combine. The former involves the 
control and absorption of many more separate units, and has a 
less certain control over annual supply than the latter. There 
are obvious difficulties in imposing a policy of restriction of output 
upon thousands of growers which make it debatable whether it 
could ever be carried through, and the plan which is mentioned 
(p. 269) as adopted for milk supplies would hardly suit cotton 
marketing processes. The fundamental distinction, however, is 
that whereas the normal industrial combine is autocratically 
controlled, the marketing scheme for cotton would be a demo- 
cratically guided venture. The directors of a trust may have a 
sense of public policy; even if they lack this they can usually be 
expected to understand the reactions which follow upon attempts 
at monopolistic extortion. But is it to be expected, either on 
general grounds or from past experience, that the normal cotton 
grower whose views will ultimately control policy will have 
anything in his mind save the fixing of as high an immediate price 
as possible? And is it socially desirable that the ultimate control 
of so important a staple product should be left to a body of growers 
who admittedly are ignorant, lacking in vision and entirely 
misled upon the causes of their present condition ? 

It is nevertheless clear that the stage is set in the U.S.A. for 
some great experiments in co-operative marketing. The value 
of the present volume leads one to hope that Mr. Montgomery 
will regard this merely as an interim report and will give us later 
an equally able account of those experiments. 

JOHN JEWKES 


University of Manchester. 
No. 156.—vou. xxxIx. ss 
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The Economic Impact of America. By the Hon. GrorcE PEEL, 
author of The Financial Crisis of France, etc. (London: 
Macmillan. 1928. Pp. 331. 12s. 6d. net.) 


It is the impact of the United States on Great Britain and her 
prosperity that concerns Mr. Peel. His book is a brief and 
competent survey of the economic relations between the two 
countries since their political relation was broken, together with 
four chapters forecasting the future. In this sphere, where 
historians fear to tread, Mr. Peel is an optimist, but his optimism 
is base on solid ground; and to an American reviewer, somewhat 
disheartened by the complaining atmosphere of post-war England, 
his robust note rings true to British character. ‘“‘ The fundamental 
factor which has secured, and will always secure in the future, the 
economic fortune of Great Britain is America herself. The dis- 
covery and development of the American continent made the 
economic destiny of England.” This is Mr. Peel’s reasoned con- 
clusion. Yet, ‘“‘ America will do us in” is a cry three centuries 
old. In the seventeenth century the colonies were declared to be 
“ draining’’ England of her population. In the eighteenth 
century it was assumed that America would be a menace to Great 
Britain unless under her political tutelage; but the independent 
States proved better customers than the thirteen colonies. British 
capital was essential to the economic development of America; 
and the repudiated state debts were lost in the stream of profits 
and dividends that flowed back to England. American imports 
from Great Britain steadily increased, despite rising tariffs. The 
record year, in fact, came after the Fordney-McCumber Bill went 
into effect. In the present situation Mr. Peel sees very little to 
discourage the outlook for the future. New York has established 
a money market, but has not replaced London as the money 
market of the world, and is not likely todo so. Indeed, New York 
is likely to lose ground, if agrarian jealousy tinkers with the 
Federal Reserve system, which at least is inferior to the British 
financial system. The peak of serious competition from the 
American merchant marine has probably passed. British manu- 
facturers may compete successfully with Americans even in the 
American market if, instead of emulating mass production, they 
concentrate on those “ quality products ’’ which gave the British 
goods their reputation in the past, and for which the demand 
increases with prosperity and civilisation. Mr. Peel admits that 
the war debts are a heavy handicap to England, but predicts that 
the United States will be brought by the force of events to recon- 
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sider that problem; and he reminds his readers of the immense 
services that America has already performed for the rehabilitation 
of Europe, in feeding the hungry with food, in providing capital 
for industry, and in helping the Bank of England to bring the 
pound to par. Another factor in our commercial relations that 
he does not mention is the immense American importation of raw 
materials from India, for which the United States sends a very 
trifling return in goods; this ‘“‘ favourable balance’ of Mother 
India must go a considerable distance toward making her Britain’s 
best customer. 

Altogether Mr. Peel’s book is an excellent one, opening up to 
the general public a mass of material from the blue-books, and 
interpreting it with intelligence and humour. His short financial 
history of the United States is probably the best that has appeared 
in either country, and his delightful sketches of American states- 
men, provide a useful relief from facts and statistics. He closes 
on a note of sturdy optimism : “‘ We must conclude that the place 
of Great Britain in world economics is notless, but moreim portant, 
than formerly, and that her future will be even greater than her 
past.” S. E. Morison 


An Australian looks at America. Are Wages really higher? By 
Hueu Grant Apa, Associate Editor, The Herald, Melbourne. 
(London: George Allen and Unwin, Ltd. Pp. 118. 4s. 6d.) 


Mass production is the bogy of this shrewd and observing 
Australian editor with Labour sympathies. Entering America 
at the Golden Gate instead of the Narrows, he received his earliest 
impressions from the open-shop manufacturing towns of the Far 
West; and his impressions of American liberty and prosperity 
grew steadily worse as he moved eastward. After inspecting the 
mass-production factories of Chicago and Detroit, where ninety 
per cent. of the labour is classed as unskilled, Mr. Adam concludes 
that Australian labour is much better off respecting liberty and 
real wages than American labour in the non-unionised plants. He 
is amazed at the timidity and lack of ambition of the mass- 
production workers—such as those in the Ford factory—and has 
shrewdly guessed that an important factor in it is the instalment 
system of buying, so that unemployment means the loss of the 
worker’s car, gramophone, and all his gadgets that make life 
worth living. Mr. Adam’s inspection, though far from superficial, 
was necessarily partial. He would probably have had a different 
story to relate had he begun with the garment trades in New York, 


where the union not only assumes factory discipline and influences 
Ss2 
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factory policy, but even brings unenterprising employers to book 
when their conservatism threatens to hurt the business. But he 
puts his finger on one factor in American prosperity often over- 
looked in England: the high competence of industrial manage- 
ment. Business administration, as management is generally 
called in America, has become a profession for which Harvard and 
other leading universities have special training schools. This 
process of professionalising management has brought about an 
almost complete divorce between management and ownership; 
so that it is now the professional manager who tells the President 
of the Board of Directors ‘‘ where he gets off.”” No American 
manager would make the complaint so often heard in Australia 
by Mr. Adam, that his workmen were lazy, selfish and inefficient, 
for it would be a confession of his own incompetence ! 

Mr. Adam regards the mass-production workers in America as 
little better than slaves. Perhaps he is right; but the worst 
feature of this neo-slavery is that the slaves like it. A vast 
number of them are recruited from the farms, and others from the 
artisan class. The fact is that the average man in America—and 
I suspect that the same is true of other English-speaking countries 
—does not want an individual job that requires thought. He much 
prefers to be a cog in the “ chain gang ” performing with endless 
repetition some simple task, provided that the pay is sufficient to 
meet his ideas of a proper living. He does not want responsibility ; 
variety he gets at the movies, or in other recreation. Mr. Adam’s 
own example: the Scot machinist whom he interviewed, and who 
preferred £6 a week for a simple repetitive task in Chicago, to £4 a 
week for being a handy man in Glasgow—is the human key to 
the system. 

Mr. Adam is astonished that America has not investigated the 
effect of this deadly, monotonous, repetitive labour on the mental 
and physical health of the worker. His surprise seems naive: 
there must always be some group or interest to start such an 
investigation. None of those directly interested want it; and the 
system has not been long enough in operation to produce human 
wreckage, and therefore interest the philanthropists. 

S. E. Morison 


Harvard University. 
Representative Industries in the United States. By H. T. War- 
sHow. (Allen and Unwin. Pp. 702. 18s.) 


Tus book is mainly concerned with technical developments 
in certain great industries—aluminium, chemicals, automobiles, 
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the metal industries, oil, rubber—as well as in construction and 
water-power. There is also a concise survey of methods of pro- 
cedure in American banking. The economist can, however, derive 
from it much incidental information regarding commodity 
markets, the influences acting on localisation, the relation of 
banking to special industries, the preparatory costs of establishing 
a market for new commoditiés, the control of output, and the 
representation of labour in the policies of great organisations. 
All the contributors write with the authority of specialists, and 


the volume is a valuable handbook for reference. 
D. H. Maccreacor 


Les Lois des Rendements Non Proportionnels. By M. By. (Paris: 
Recueil Sirey. 1928. Pp. 553.) 


Tuts is an encyclopedic volume for which anyone interested 
in the subject with which it deals may well be grateful. -'To bring 
together the views of a multitude of writers of many nationalities 
—the bibliography contains the titles of some 250 books and 
articles—and to present these views in systematic relationship is 
the meritorious task which M. Byé has performed. The volume 
is divided into three parts. The first part is concerned with the 
historical development of the conception of a law of decreasing 
returns in agriculture and with the treatment of the conception 
in the writings of the classical economists; the second with the 
modern conceptions of the laws of non-proportional returns and 
with some problems associated with them; the third with the 
criticism of these laws and with the requisite conditions of their 
objective study. 

Perhaps no one who reads the volume will find it altogether 
satisfactory. Those who have given their allegiance to one or 
other of the interpretations of increasing and decreasing returns 
will probably complain that the interpretations they favour have 
not been presented as forcibly as they might have been, while 
those who are not thus committed may consider that, in some 
instances, the discussion of points of small importance is so long- 
drawn-out as to become tedious. Generally the method pursued 
by M. Byé is to give extracts from numerous writers, some of 
which seem to add little to the discussion. 

Probably, by many readers, the first part of the volume on the 
law of decreasing returns in agriculture will be found the most 
interesting. One of the best chapters is that in which the views 
of the critics of this law, as M. Byé (assisted by Dr. Cannan) finds 
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it expressed in the writings of the English classicists, are brought 
together, and in which the distinction between the static and the 
dynamic conceptions begins definitely to emerge. The question 
left in one’s mind after reading this part of the volume is whether 
M. Byé has treated the classical writers with adequate justice. 
Is it not possible to find in Senior, in Mill, or even in Ricardo, 
passages which indicate that they were not so purblind to possible 
developments which would alter the outlook for the future as they 
are commonly supposed to have been? A treatment of the 
classicists in which more emphasis is laid upon their tentative 
strivings after a wider generalisation than the law of decreasing 
returns, and in which the word caution is sometimes substituted 
for pessimism, would not be altogether inappropriate. 

When M. Byé proceeds to the second part of his volume he is 
prepared to abandon the law of decreasing returns as understood 
in the classical tradition. Evidently, to him, the correct setting 
of the laws of production is to be found in the law of proportion 
of factors. The laws of increasing and decreasing returns find 
their bases on this common ground; the law of proportion of 
factors is not necessarily more closely related to agriculture than 
to industry in general. In thus departing from the classical 
tradition M. Byé will presumably earn commendation and 
criticism. ‘Those who see in the die and medal illustration a 
primary law of returns will no doubt commend, while those who 
see in it only an accidental occurrence, or an indication of rank 
inefficiency in organisation, or, at best, only a secondary law, will 
criticise. Whatever may have been the deficiencies of the classical 
economists, they did not assume that the industrial organisers of 
their day were so unintelligent as to purchase a steam hammer to 
crack one nut when a toy hammer would serve the purpose. 
What they did assume, as those who follow in their tradition must 
assume, was that to meet an enlarged demand the required 
additional factors of production would be so combined, distributed, 
and applied, as to yield the largest return obtainable for the outlay 
at the time. That they generally believed that the result would 
be a decreased return was because of their doubt, especially when 
land was an important factor in the situation, whether the 
combination of factors required to meet the larger demand would 
be as good as the combination required to meet the smaller 
demand. Evidently in this combination a proportion is implied 
and, in this sense, it is possible to recognise that there is a definite 
relation between a proportion of factors and the operation of 
increasing and decreasing returns. 
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How far we are from the stage when the present-day theoretical 
conceptions of increasing and decreasing returns will become 
practical is well brought out in the third part of M. Byé’s volume. 
Here, as elsewhere in the volume, the views of Professor Pigou 
occupy a large place, while, necessarily, the controversy of recent 
years, well known to the readers of this JouRNAL, is summarised. 
On the questions at issue in the controversy, especially on those 
in which Professors Pigou, Sraffa, and the lamented Allyn Young 
are involved, M. Byé is not very penetrating. Apparently he is 
favourably impressed by Professor Sraffa’s contribution, notwith- 
standing the consideration that, if its reasoning were accepted, 
not only the conditions under which the laws of returns operate, 
as generally conceived by theoretical economists, but also the 
conditions which prevail in their own productive establishments, 
as generally conceived by practical industrialists, would have to 
undergo serious modification. On the other hand, the significance 
of Allyn Young’s contribution seems hardly to be given due weight. 

Frankly it must be admitted that few readers of this volume 
will feel satisfied with the progress which has been made in the 
study of the conceptions of increasing and decreasing returns since 
these conceptions became recognised as part of the data of 
economic theory. It is to be feared, indeed, that the dubious may 
again be impelled to ask themselves the questions whether the 
study has been furthered by the device of making the industry with 
its representative or equilibrium firm, the unit of study; by the 
sharp distinction which has been insisted upon between internal 
and external economies; and by the use of terms static and 
dynamic instead of the usually more appropriate terms for the 
economist which denote time. One sometimes wonders whether 
the suggestive address which Allyn Young delivered a year ago 
may not prove a more significant event than is yet realised. Who 
knows that it will not give an impulse to a wider treatment of the 
laws of returns in which insistence is laid on the necessity of 
recognising that the major part of production consists of a chain 
of processes reaching back through various industries and trades 
to natural products and extending forward to consumers’ goods ; 
that the forces which call into operation increasing returns are the 
forces which at the same time may call into operation decreasing 
returns; that in one part of the chain decreasing returns may 
operate but that in another they may be more than counteracted ; 
and that the returns may differ in any part from one time to 
another? With the plea of M. Byé for an objective study of the 
laws of returns one cannot fail to have the fullest sympathy. In 
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the meantime it is apparent that there is ample scope for divergent 
views as to the exact meaning of the laws and the conditions of 
their operation. 

In closing M. Byé’s volume it is incumbent on a reviewer to 
mention the multitude of misprints it contains; that, although 
it is a large volume to which one would like frequently to refer, 
it contains no index perhaps goes without saying. 

G. W. DanIELs 


The Rise of the House of Rothschild. By Count Corti. (London: 
Victor Gollancz, Ltd. 1928. Pp. 463. 25s.) 


THE object of Count Corti’s work is to appraise the influence 
of this remarkable family on the politics of the world. The 
story opens with the birth of Meyer Amschel Rothschild in the 
Frankfort Ghetto in 1743. Meyer was left an orphan at the age 
of twelve, and carried on the retail and money-changing business 
in which his father had already employed him. He also collected 
and sold rare coins and other antiques, and was ever on the look- 
out for fresh opportunities of profit. It happened that William, 
Crown Prince of Hesse and grandson of the King of England, 
made a hobby of collecting coins; Meyer Amschel succeeded in 
obtaining an introduction, and sold him some fine coins on very 
favourable terms. Luckily for Rothschild, his new patron had a 
mania for money-making, in comparison with which his coin- 
collecting was a mere bagatelle. William became, in fact, one 
of the wealthiest, as he was one of the meanest, men in Europe, 
and the universal moneylender of the Continent. Rothschild 
had a friend at court in Buderus von Carlshausen, an official of 
the Treasury and Keeper of the Prince’s private purse. Buderus 
recommended Meyer Amschel to William for discounting and 
exchange business, and though the Jewish merchant had to 
wait a long time before the Prince’s suspicions were allayed, he 
succeeded eventually in gaining William’s confidence and was 
entrusted with business that laid the foundation of his fortune. 
In 1800 Meyer Amschel was the tenth richest Jew in Frankfort. 
But it was the French Revolution and the Napoleonic wars which 
gave the Rothschilds their opportunity. Every Government 
wanted money: there were loans to be raised, exchanges to be 
negotiated, armies to be clothed and fed. Wherever there was 
business to be done, there were the Rothschilds with their offers 
and quotations. Meyer Amschel had married in 1770 and now 
had five sons, all of whom he had taken into the business at an 
early age. The Exchange business required trustworthy repre- 
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sentatives in various places. Meyer sent his third son Nathan to 
England to represent the firm and also to do business on his own 
account. The Rothschilds’ wealth had been increasing by leaps 
and bounds, and Nathan, who settled in Manchester, brought 
with him a capital of £20,000. He was the ablest and most enter- 
prising of all the sons, with a flair for profitable business which 
amounted to genius. He soon doubled and trebled his capital, 
moved to London, and thoroughly enjoyed his life of freedom and 
opportunity. His chief exploits were the smuggling of English 
goods through the blockade to the almost unlimited market 
provided for him by the family at Frankfort, and the transmitting 
of urgently required funds to Spain for the payment of the troops 
in the Peninsular War. The British method of financing Welling- 
ton had been incredibly clumsy and wasteful : Nathan succeeded 
in getting gold at comparatively small cost across the Channel to 
his brother who operated on the north coast of France, and thence 
by means of bills of exchange, passing through an -intricate 
network of friendly Jewish firms, right through the heart of the 
enemy country to Wellington in the Peninsula. 

The Rothschilds’ financial conquest of Europe was achieved 
by a judicious selection of points of vantage on the Continent. 
Meyer Amschel, who died in 1812, had divided his business in 
equal shares between his five sons, with the strictest injunc- 
tion to work together for the common profit. His command 
was carried out to the letter: none of them ever criticised or 
questioned the others’ decisions or complained if a transaction 
turned out less profitable than had been anticipated. Nathan 
was already settled in England and James in France; later 
Solomon settled in Vienna and Carl in Naples, while Amschel, the 
eldest, directed operations in Frankfort. Each contrived to 
make himself indispensable to his adopted country. Nathan 
through his connection with Herries, Commissary-in-Chief of the 
Army, was the first to succeed; France was a more difficult 
proposition and Austria held out the longest, but eventually 
Solomon won the complete confidence of the Chancellor. He 
was helped at every turn by Metternich’s secretary, von Gentz, 
who exploited the friendship of the financier for his personal 
advantage with cynical shamelessness. The brothers played 
into each others’ hands with the greatest adroitness, whether 
their respective countries were at peace with one another or not. 
The situation was often extremely dangerous, and the Rothschilds 
had the traditional respect of their race for their own skins, 
physical as well as financial. Nevertheless they triumphed 
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over all obstacles and came safely through all dangers. Their 
method was always the same: they saw every opportunity for 
profitable business long before anyone else and applied them- 
selves immediately, with tireless patience and industry, to 
securing it. Their capacity for ingratiating themselves with 
the people who could help them was as remarkable as their 
insight into the chances of lucrative business. At first they 
suffered endless rebuffs and disappointments, but they never 
failed to return to the charge. In the early days they phrased 
their petitions to prospective patrons with grovelling humility ; 
later, when they had become princes of finance and had obtained 
the titles and honours which they asked for with so much per- 
tinacity, they still wrote the politest of letters, always protesting 
their complete disinterestedness and their desire for honour 
rather than profit. But the fact is that they never failed to give 
value and were always willing to initiate new business at a 
negligible profit or even at a loss. Even as small men they had 
always been scrupulously accurate in all their dealings, prompt 
in their deliveries and strictly honourable in meeting their 
obligations. Competitors were elbowed quite ruthlessly out 
of the market, but their patrons never had cause to regret their 
business association. 

From their earliest days the Rothschilds prepared the way for 
their transactions by making friends and connections who would 
prove useful at every step. Buderus, the devoted servant of 
William of Hesse, the Grand Duke Dalberg, Napoleon’s envoy, 
Herries in England, Metternich, Count Stadion and von Gentz in 
Austria—these are great names, but the smaller connections 
were legion. The Rothschilds knew too when and how to render 
service to their friends. When Dalberg needed 80,000 gulden to 
enable him to travel in state to the christening of Napoleon’s 
son in Paris, it was Meyer Amschel who came forward spontane- 
ously with an offer of funds which the more cautious Frankfort 
bankers had refused to lend. It proved a very useful transaction. 
And when in 1809 the Frankfort home was searched by the 
French police for the treasure which William of Hesse was 
suspected of concealing there, Meyer Amschel succeeded in saving 
his master’s property, gave away no information of any kind, 
and incidentally lent 300 thalers to the chief officer in charge of 
the proceedings. 

The influence of the Rothschilds in European politics between 
1818 and 1830 was colossal. Their private couriers covered the 
Continent and their private vessels brought their merchandise 
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overseas. No Finance Minister could move without them. 
When the freedom of the Jews at Frankfort was their price, 
Metternich paid it. Oount Corti’s exposition of the tangled maze 
of financial operations and political intrigue is both lucid and 
interesting. The floating and underwriting of loans, the con- 
version of old issues to a lower rate of interest, the despatch of 
monies to far countries—these are the small-change of finance 
to-day. At the beginning of the nineteenth century they were 
marvels of organisation and enterprise. It does not appear that 
the power wielded by the Rothschild family made them unpopular 
on the Continent except with the competitors whom they super- 
seded. But in England their support of Metternich’s policy of 
reaction was much disliked and gave Nathan considerable anxiety. 
The volume ends with the French Revolution of 1830, and the 
Rothschilds’ frantic efforts to save their enormous holdings in 
the National Debts of all countries from depreciation. 

Count Corti tells his tale in a straightforward; restrained and 
impartial manner. The work is thoroughly well documented and 
the translation from the German is so good that it seems almost 
ungracious to mention that a “‘ Conversazions Lexicon ”’ is not a 


“ Conversational” Encyclopedia. 
H. REYNARD 





Economic History of Europe. Part II: In Modern Times. By 
M. M. Knicut, H. E. Barnes and F. Fiucen. (George 
Allen and Unwin. 1929. Pp. vii + 551. 15s.) 


Turis book, written “ mainly for people who are not pro- 
fessional historians,” is an excellent introduction to the study of 
Economics. The serious student will find here not only an 
interesting treatment of the economic systems of the leading 
European states, but something worth adding to his knowledge 
of the literature of the subject. It is gratifying, but somewhat 
unusual, to find such a generous amount of space devoted to 
economic thought in a work on economic history. Not until they 
have sketched, with considerable care, the general trend of events 
and ideas do the authors proceed to deal separately with England, 
France, Germany, South-eastern Europe and Russia. 

The figures of modern England, France and Germany stand 
out in agricultural, commercial and industrial settings against 
a background of pre-nineteenth-century European expansion, in 
which “ tastes and customs underwent great changes with the 
introduction of vast quantities of new commodities. The 
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psychological factor of demand is as important as it is subtle in 
economic activity. The kinds and quantities of goods which’ 
people of various social classes feel themselves entitled to comes 
pretty close to being a fundamental element in shaping the 
material structure, as well as the mental outlook, of a society.” 
This theme is elaborated at some length in a vivid manner; but 
the English reader will probably find it difficult to suppress a 
smile when the authors, waxing eloquent and enthusiastic about 
the numerous advances made in the realms of production and 
transportation since 1850, remind him that the contrast “‘ grows 
more striking as we accompany the passengers (newly landed at 
Cherbourg) into their taxicabs in Paris and start off at a miraculous 
pace to cover more of the city in an hour than their grandfathers 
could have done in a day.” 

On the major problems the book is sound and commendably 
cautious. At the outset the authors push out of their way “ the 
older dramatic conception’ of the Industrial Revolution as a 
purely English transformation springing from a few mechanical 
inventions. Readers are warned ‘“ that we should avoid any 
romantic dizziness about the immediate effects of an ‘ industrial 
revolution ’ beginning about 1750, 1760 or 1770”; and it is sug- 
gested that the factual background is inconsistent with attempts 
to treat the mechanical inventions as primary causes. Moreover, 
a great deal of apparently “factual” information must be 
accepted with reserve, since the old methods of gathering facts 
were crude, and the old commerce included an enormous smuggling 
trade. The “ over-dramatisations ’’ and honest errors of earlier 
writers are attributed, in the main, to under-estimation of develop- 
ments prior to 1750; insufficient appreciation of factors other than 
the mechanisation of industrial processes at work between 1760 
and 1840; and the assumption that new methods had reached 
predominance sooner than was actually the case. The difficulties 
experienced by the early inventors in getting their engines and 
machines made are well brought out. Suitable materials, tools 
and skill were often sadly lacking; smith work was crude, and 
“ little was known about bearings capable of working continuously 
at the speed and pressure required for such parts as connecting 
rods. Lubrication was another vexing problem in the days before 
petroleum oils, specially adapted to heat and other peculiar 
conditions.’ These and other details, although lacking in popular 
and dramatic appeal, deserve to be fitted into their proper place 
in the record. 

Minor defects appear in various places. It is a sound plan to 
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add “‘ suggestions for further reading ” at the end of each chapter ; 
but one notices with some surprise the omission of the work of 
Dr. Buer on population; Dr. Hermann Levy, Dr. Fitzgerald and 
the Balfour Committee Reports on combines; Dr. J. W. Hor- 
rock’s Short History of Mercantilism ; and Mr. Mitrany’s essay on 
“Marx v. The Peasant” in the London Essays in Economics. 
Again, some mention of the tontines might have been made when 
loans and lotteries were under discussion; and in connection with 
the development of transportation, Trevithick, Hadley and 
Stephenson are dealt with, but no place is given to the emergence 
of the idea of a self-propelled road vehicle and the work of Mur- 
dock. Jn another place it seems a rather serious under-estimation 
of the influence of the early English Socialists during the period 
1780-1840 to say that the “ real cradle ”’ of Socialism “‘ was rocked 
in France.” Coming to Chapter V, the reader finds that the 
treatment of agricultural wages in England stops short at the 
“ industrial crisis of 1921-23,” so that the Agricultural Wages 
Boards under the Act of 1924 are not in the picture. Finally, in 
dealing with workmen’s compensation as we know it in England, 
the authors do not show that they have grasped the important 
point that since insurance is optional and small employers are 
much more prone to neglect to insure (especially where they are 
working at or near the margin) than large ones, the workman is 
never certain that he is, in fact, covered by insurance against 
industrial accidents. Moreover, it is likely that the unit cost of 
workmen’s compensation insurance in England at present is 
higher than it would be under a compulsory State scheme. 

It is very useful to have in the latter half of this book a con- 
nected account of post-war events in Europe, even if final judg- 
ment upon them must be reserved. The reader sees clearly 
sketched the effects of the loss of territory and shipping tonnage 
upon German economy ; and the emergence of the “‘ new industrial 
France born of the World War,” possessing nearly a quarter of the 
developed world supplies of iron ore, a greatly augmented textile 
industry, more developed hydro-electric power than any other 
European nation, and greatly increased, but still insufficient, coal 
resources. ‘‘ Other Western European countries” (including 
Belgium), Central and South-eastern Europe and Russia are not 
neglected, but less than one-fourth of the entire volume is devoted 
to them. Within these limits, however, this part seems to me to 
be very well done. 

The index is good; the maps are helpful; and the whole 
volume is offered at a reasonable price—which is more than can 
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be said of the majority of books which come from the United 
States into the English market. 


ALFRED PLUMMER 
Ruskin College, 
Oxford. 


Allgemeine Wirtschaftsgeschichte des Mittelalters und der Neuzeit. 
By Josrer KuLiscuer, Professor an der Universitat Lenin- 
grad. (Miinchen und Berlin: R. Oldenbourg. 1928-9. 
Vol. I, pp. x + 351; Vol. II, pp. xi + 553.) 


PrRoFESSOR KULISCHER’S General Economic History, based on 
lectures delivered at the University of St. Petersburg, reached 
its seventh edition in 1926. A German translation has now 
been issued. Some sections have been specially rewritten. The 
whole work has been thoroughly revised and brought up to date. 

It was well worth translating. The stream of specialist 
monographs never ceases. Comprehensive accounts of economic 
history over long periods are rare. Professor Kulischer has 
rendered a valuable service. He surveys the economic develop- 
ment of Europe from the fall of the Roman Empire in the West 
to the closing years of the nineteenth century. His work rests 
on wide reading and thorough scholarship. Prominence is given 
to common features, typical cases. It makes significant those 
dreary masses of unco-ordinated facts which recent research has 
so diligently accumulated. Moreover, Professor Kulischer has 
not been content merely to describe economic policy or the 
economic effects of political and constitutional change. He has 
sought to write a history of economic life. We learn much about 
food, drink, clothes, housing conditions, sanitary arrangements, 
ships, mining operations, commercial travellers, advertisements, 
industrial exhibitions, accountancy. 

The main issues in the various controversies, which have 
agitated German scholars, are clearly stated—how far medizval 
economic development was continuous with that of the Roman 
Empire, the existence of an original equality among the small 
freeholders of the early German kingdoms, what significance 
should be attributed to the Carolingian period for the growth 
of great estates and manorial rights, the origin of the Gilds, the 
extent of medieval trade, the sources of early capital accumulation. 
In estimating the value of conflicting theories, Professor Kulischer 
is invariably cautious and conservative. The influence of the 
late G. von Below predominates. The very detailed lists of 
relevant monographs and articles appended to each chapter 
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and the additional references in the foot-notes deserve special 
commendation. 

The two volumes are divided into four books. The first, 
which has been completely rewritten since the last Russian 
edition, deals with the early Middle Ages. It is an adequate 
summary of the evidence available. Though less elaborate in 
treatment, it has the advantage of being far more readable than 
Kétschke’s study of the same period. Adherents of Dopsch 
and his disciple Kletler might hold that Professor Kulischer 
over-estimates the importance of “ Naturalwirtschaft’”’ and 
neglects unduly commercial and credit developments before the 
tenth century. 

The period from the eleventh to the fifteenth century forms 
the subject of the second book. It is divided into four main 
sections—agriculture, industry, trade and money. Two criticisms 
of this book might be permitted. Germany receives more 
attention than is her due in a “ general ” economic history of the 
Middle Ages. Spain is barely mentioned. More extensive use 
might have been made of easily accessible authorities on Italian 
economic development (e.g. Davidsohn and Doren). France is 
shabbily treated. 

It is difficult to understand why Professor Kulischer should 
have adopted in his opening chapter Karl Biicher’s terminology, 
with its implication that the typical economic unit of the Middle 
Ages was the small, self-contained urban community, restricting 
its economic activities to the local market. Professor Kulischer’s 
subsequent chapters devoted to medieval trade and industry 
reveal ‘‘ exceptions ” to Biicher’s theory, which are so numerous 
and so significant as to constitute its complete refutation. 

Heinrich Bechtel has recently criticised W. Naudé’s statement 
(adopted by Professor Kulischer, Vol. I. p. 255) that “‘ in perhaps 
95 per cent. of the medieval towns there can be no question of 
any corn trade.” 

Professor Kulischer has collected some interesting statistics. 
The sections dealing with the population, the unequal distribution 
of income and the extent of trade in the Middle Ages should prove 
exceedingly useful. 

The first 400 pages of the second volume are devoted to the 
“New Age”; the sixteenth to the eighteenth century. The 
emergence of production for distant markets as a normal feature of 
economic organisation distinguishes this period from the Middle 
Ages. Though the validity of this differentia might be questioned, 
there can be nothing but praise for the way in which Professor 
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Kulischer traces the complex evolution of seventeenth- and 
eighteenth-century commerce and finance—the foundations upon 
which was to be reared the imposing edifice of nineteenth-century 
industrialism. He emphasises the vast development and reveals 
the manifold ramifications of commercial capitalism before the 
middle of the eighteenth century. He draws in true perspective a 
picture of the gradual changes which culminated in the “ In- 
dustrial Revolution.” He brings out in full relief against an 
elaborately designed continental background the specifically 
English contribution to the European economic system—and 
this all the more effectively because it is no part of his intention. 
Professor Kulischer thus supplies a much-needed corrective 
to the naive accounts still to be found in English text-books. 
The description of industrial organisation in the ‘‘ New Age ”’ is 
based upon an abundance of material drawn from the most 
varied sources. Particularly admirable is the chapter on the 
character of the Domestic System (Verlagssystem) in the several 
European countries (C. 9). This chapter should be read in con- 
junction with Professor Kulischer’s account of the industrial 
relations, the hours and conditions of labour, the rates of wages 
which prevailed before the coming of the Factory system 
(C. 13). It will not excuse the enormities which disgraced the 
early nineteenth century, but it may enable us to place them in 
their appropriate historical setting. 

Among the slips in this book: the word “calico” is not 
derived from Calcutta (p. 169). The south-east of England does 
not lie between the English and the Bristol Channels (p. 166). 

The last book, which comprises only 120 pages, reviews the 
period 1789—1870. Perhaps considerations of space were 
responsible for the summary and inadequate treatment of the 
momentous changes which these years witnessed, and for the 
arbitrary delimitation of the period. 

The connection between the inventions and the progress of 
physical science is clearly demonstrated. Moreover, Professor 
Kulischer, following Reuleaux, emphasises the importance of 
clock-making in the early stages of the Industrial Revolution. 
The distinctive feature of the years 1789—1870 Professor Kulischer 
finds in the gradual passing of economic leadership to capitalist 
undertakers. There are interesting sections dealing with the 
economic development of Belgium and Switzerland. 

There are many slips in this book, e.g. James Arkwright 
(p. 449), Darby is misspelt Derby, and the date of the Coalbrook- 
dale invention is wrong (p. 453). J. LEMBERGER 
The University of Belfast. 
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Alderman Cockayne’s Project and the Cloth Trade. The Commercial 
Policy of England in its main aspects, 1603-1625. By 
Astrip Friis. (Copenhagen: Levin and Munksgaard. 
London: Oxford University Press. 1927. Pp. 511. 30s.) 


Dr. Frus has made a most substantial and distinguished 
contribution to the economic history of the earlier seventeenth 
century. Her central theme is the story of an ill-fated project 
which convulsed the industry and trade of England during the 
years 1614-17. Round this text Dr. Friis has built up a vivid and 
authoritative account of the main factors governing the com- 
mercial policy of the period; her book must rank as one of the 
most noteworthy monographs on English economic history pub- 
lished within the last ten years. 

Cockayne’s project was designed to promote the dyeing and 
finishing of woollen cloth in England, for export to the Continent. 
Large quantities of English cloth were already being exported to 
the Netherlands, but in the unfinished state; much of this cloth 





was being finished in the Netherlands for re-export at greatly 
enhanced prices. To many Englishmen there seemed no valid 
reason why English cloth should not be finished at home, and 
exported directly to the countries of final consumption. This 
would bring relief to great numbers of distressed artisan cloth- 
workers; it would also increase the value of the main English 
export and so help to keep the balance of trade favourable. Such 
ideas for the encouragement of home industries were by no means 
new in the seventeenth century; but they were very difficult to 
put into practice. In the first place, it would be necessary to 
prohibit the export of unfinished cloth; and this would certainly 
evoke the strenuous opposition of the Merchant Adventurers, who 
controlled the export trade in white cloth by virtue of legal 
privileges of long standing. Under Elizabeth the financial ser- 
vices which the Merchant Adventurers rendered to the Crown had 
been sufficiently important to safeguard the position of the 
company. James I, however, had not such good reason to defend 
the privileges of the Merchant Adventurers against the hostility 
of the other mercantile interests. Moreover, the growing financial 
embarrassment of the Crown tempted James to play off one body 
of merchants against another in a somewhat unscrupulous fashion, 
and to sell commercial privileges to the highest bidders. The 
earlier financial expedients whichJames adopted were not markedly 
successful, however, and in 1614 the King was faced with a 
position of both constitutional and financial crisis. It was in 
No. 156.—voL. XXXIX. TT 
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these circumstances that James was persuaded, against the feeling 
of his Privy Council, to adopt Cockayne’s clothworking scheme. 
Cockayne had already secured the support of many influential 
courtiers by means of lavish bribery; he proposed, furthermore, 
that the profits of the enterprise should be divided about equally 
between the Crown and the promoters. If the King would prohibit 
the export of all unfinished cloth, the promoters would undertake 
to finish all the cloth offered to them, and find a market for it. 

In. accordance with this plan the export of unfinished cloth 
was prohibited in 1614; and when the Merchant Adventurers 
protested against this by formally suspending operations, the 
King in 1615 transferred their privileges to a new company of 
Merchant Adventurers under the governorship of Cockayne. It 
soon became apparent, however, that Cockayne’s project was fore- 
doomed to ignominious failure. The English dyers and cloth- 
workers could not possibly finish as much cloth as had hitherto 
been exported in the white. Cockayne’s company could not find 
a market for even the small quantity of cloth that could be 
finished in England, and found it increasingly difficult to sell 
English cloth abroad in any condition. The Dutch, with great 
perversity, refused to acquiesce in Cockayne’s scheme; they 
boycotted English cloth, whether finished or unfinished, and 
deliberately stimulated the weaving of cloth in the Netherlands. 
Cockayne’s original plan was soon modified so as to permit the 
exportation of white cloth, provided that a gradually increasing 
number of finished cloths should also be exported. But the 
dislocation of English industry and trade was much too serious to 
be remedied by such a half-hearted compromise. Opposition to 
the new company of Merchant Adventurers grew rapidly, especially 
since the promoters were continually demanding more favourable 
trading conditions from the Privy Council. Cockayne continued 
to distribute money lavishly among the courtiers, and gave a 
most magnificent banquet, at which James I and his son were 
presented with large sums of gold. The King was reluctant to 
believe that so generous a subject could have imperilled the credit 
of the Crown in an impracticable enterprise, and knighted Alder- 
man Cockayne with the sword of the City. Eventually, however, 
the failure of the scheme had to be recognised by the King, as 
it had already been recognised by the other interested parties. 
In the summer of 1617 the new company was dissolved, and the 
old Merchant Adventurers were allowed to redeem their former 
privileges by paying a substantial ransom to the Crown. The 
King made an unqualified recantation of his economic heresy ; 
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nevertheless, the disastrous effects of the scheme continued for 
many years to prevent the complete recovery of the cloth trade. 

The bare outlines of this sorry story have long been known 
from the writings of Miss H. Durham, Professor G. Unwin and 
Professor W. R. Scott; but Dr. Friis is the first to make a detailed 
analysis of the forces underlying the project. She has worked 
with great thoroughness among:such varied manuscript sources as 
the State Papers (Domestic), Privy Council Registers, patent rolls, 
royal warrants, customs and port books. She is able (and only 
too willing) to correct all the previous Writers on the subject, 
either on points of fact or on points of emphasis. A foreign 
student, with an imperfect knowledge of the English language, 
must be very sure of her ground before she criticises distinguished 
historians so freely and caustically as Dr. Friis criticises Gardiner, 
Cunningham, Ashley and Unwin. Nevertheless, it must be 
admitted that many of her criticisms appear to be well-founded ; 
and some of her verbal violence may be due to the difficulties of 
translation. 

In Professor Unwin’s opinion, it was the artisan clothworkers 
of London who were behind Cockayne’s scheme. From the 
clothworkers’ court books and other sources he showed that the 
artisans of the company were active in support of this and other 
similar schemes of the period; if all English cloth was to be dyed 
and finished before export, the artisan clothworkers would cer- 
tainly be among the first to benefit. From this point of view 
Cockayne might be regarded as a speculative company promoter 
of a type which was becoming increasingly common; he and his 
friends provided financial backing for the scheme, and hoped to 
recoup their expenses from the profits of the monopoly which was 
to be established. 

Dr. Friis cannot accept Unwin’s interpretation, because she 
cannot believe that the artisan clothworkers were influential 
enough to make head against so powerful a company as the 
Merchant Adventurers. In her view Cockayne must be regarded 
not merely as a speculative company promoter, but as representing 
the organised interests of the Eastland Company, of which he was 
governor. The Eastland Merchants were not allowed to export 
unfinished cloth, but competed with the Dutch in exporting 
finished cloth to the Baltic regions. If the Dutch could be pre- 
vented from importing unfinished English cloth, both their 
finishing industries and their export trade would be handicapped ; 
and incidentally the Eastland Company would strengthen its 


position in the Baltic. Therefore the Eastland Merchants 
TT 2 
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willingly used their financial strength for the promotion of 
Cockayne’s scheme, and were a controlling force in the new 
company of the King’s Merchant Adventurers. 

To this interpretation, however, it is possible to raise more 
than one objection. In the first place, the Eastland Merchants 
did not form any large proportion of the King’s Merchant Ad- 
venturers. Of the 221 original ordinary members of the new 
company more than one-third (85) seem to have been cloth- 
workers, drapers or retailers. The next largest group consisted 
of 63 merchants whé had hitherto been members of the old 
company of Merchant Adventurers. Of the remainder, 33 were 
merchants trading to Mediterranean countries (Spain, Italy, 
Barbary and the Levant). Only 31 members were Eastland 
merchants; and the rest of the membership was made up of 
interlopers, who had usually traded to the Netherlands. It is 
true that the Eastland Merchants achieved a disproportionately 
strong representation in the government of the new company, 
perhaps through the personal influence of Cockayne; nevertheless, 
only 7 of the 24 Assistants were Eastland Merchants, and an equal 
number were former Merchant Adventurers. In the second place, 
it may be noted that the Eastland Merchants, apart from Cockayne 
himself, did not take any considerable share in such trade as was 
carried on under the scheme. Out of 30,000 cloths exported 
during the first half of 1616, more than half (18,500) were exported 
by former members of the old company of Merchant Adventurers. 
Alderman Cockayne and his son exported 1,209 cloths; the rest 
of the Eastland Merchants only exported about 1,000 cloths 
altogether. 

According to Dr. Friis, however, Cockayne and the Eastland 
Merchants were not particularly anxious that the clothworking 
project should be a success; they had no great interest in the 
promotion of the dyeing and finishing industries. Allthey wanted 
was to break down the monopolistic privileges of the old Merchant 
Adventurers, and throw open to the other great merchant com- 
panies the trade in both finished and unfinished cloth. “ Direct 
exportation to the countries where the cloth was used was 
Cockayne’s real object, whatever the talk of promoting the dyeing 
and dressing industries.” On this point it may, perhaps, be 
suggested that Dr. Friis tends to become over-subtle. If 
Cockayne’s object was merely to break down the Merchant 
Adventurers’ monopoly, surely he might have got better value for 
his money by choosing some less hazardous and less costly method 
of attack ? 
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This mental reservation on a particular point of interpretation 
must not be regarded as an adverse comment on Dr. Friis’ work. 
The truth is that her standpoint is not necessarily in direct 
opposition to that of Unwin. Unwin stressed (perhaps unduly) 
the industrial forces behind the project; Dr. Friis stresses the 
commercial and financial aspects of the scheme. To some extent, 
therefore, their views are complementary; just as Dr. Friis’ 
account of the Merchant Adventurers in the early seventeenth 
century is complementary to Unwin’s account of the Merchant 
Adventurers under Elizabeth, which has been published 
posthumously since Dr. Friis’ work was written. 

Taken as a whole, Dr. Friis’ book merits unqualified praise for 
its sustained scholarship in a field which has not yet been ade- 
quately opened up to cultivation. English students, reflecting on 
the patient industry and disinterested scholarship which have 
entered into the writing of this exhaustive monograph, may well 
be spurred on “ to scorn delights and live laborious days ~’ in the 
tedious tasks of economic and historical research. 

ARTHUR REDFORD 
University of Manchester. 








The Punjab Peasant. ByM.L.Daruine. (H. Milford. 11s. 6d.) 
The Land of the Five Rivers : an Economic History of the Punjab. 
By H. K. Trevaskis. (Oxford University Press. 10s. 6d.) 


In the first-mentioned book Mr. Darling has undertaken a 
close and searching analysis of the extent and causes of agri- 
cultural debt in the Punjab. In setting out the causes he gives a 
vivid picture of the life of the peasant, and the temptations and 
difficulties which lead or drive him into debt. Such an inquiry 
is the more valuable as few systematic investigations have been 
made into the root causes of the poverty of the Indian peasantry. 
Its existence is proverbial, many reasons for it are patent on the 
surface, but only when adequate data have been collected and 
carefully sifted is it possible to estimate the proportion in which 
the various factors have contributed to bring about the economic 
situation. As Mr. Darling truly says, the conclusions on the 
subject have been usually based more upon general impressions 
than systematic inquiry. 

In attacking the problem the author has divided the province 
into circles exhibiting marked geographic distinctions. Few 
parts of India present such diversity of conditions as the Punjab, 
with its arid districts in the west, and flourishing canal colonies, 
where, with ample security against drought, large and compact 
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holdings, the agriculturist should, if anywhere, be able to maintain 
himself in comfort. With such differences in environment the 
subject could be satisfactorily studied only in detail, but equally 
when the same causes are found to persist, they may be regarded 
as basic. As was to be expected, the burden of debt was found 
to be heaviest in the submontane districts, where the character- 
istic evils of the rural economy of India are most prominent, over- 
population, fragmentation and excessive subdivision of holdings, 
insecure agricultural conditions, and where, in addition, the most 
important tribe is improvident and prodigal in its expenditure 
on social ceremonies. At the other end of the scale come the 
canal colonies, where the debt is comparatively light and the 
standard of living high. But there are ominous signs in the older 
of these colonies that this fortunate state of affairs may not be 
long continued. As the author puts it, ‘‘ With an improvident 
and almost wholly illiterate peasantry, wealth is quickly dis- 
sipated, and what remains has to be divided among a larger 
population.” There appear to be influences at work which, unless 
counteracted, may reduce these favoured areas to the level of 
less fortunate tracts. 

The problem of the small-holder in the East is, in fact, not a 
purely economic one; it is closely intertwined with social customs 
and religious obligations. This is clearly illustrated by the 
example of Japan, where a strong Government, with the hearty 
support of a thrifty and industrious people, has introduced many 
of the measures for the amelioration of the lot of the small- 
holder which India has only tentatively begun to adopt. A wide- 
spread system of rural co-operation flourishes, fragmented 
holdings have been largely consolidated, production has been 
increased by scientific methods of cultivation. But the impression 
left is that, in view of the alarming increase of population, these 
measures have brought temporary alleviation rather than solved 
the problem. As long as the perpetuation of the family remains 
a religious duty, and primitive customs, such as early marriage, 
encouraging a reckless increase in numbers, retain a firm hold 
on the people, so long will population tread on the heels of sub- 
sistence. India perhaps may be accounted fortunate in not 
having exhausted the economic remedies, and, if its peasantry 
are willing to adopt them, can look forward hopefully to the 
advantages reaped elsewhere. In the variety of the crops 
produced and their utilisation for commercial purposes there are 
wide possibilities of secondary occupations suitable for a rural 
population. 
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The subject of rural economics in India is one about which 
much is spoken, much taken for granted, but little known. Mr. 
Darling, by his careful collection of material relating to one part 
of the country, and his well-considered deductions from ascer- 
tained facts, has added greatly to the common knowledge. 

The second of these books, T'he Land of the Five Rivers, is a 
fascinating history of the Punjab from remote to modern times. 
The Punjab has had an eventful past, since from its position it 
has had to bear the brunt of successive invasions from the north, 
each of which left its mark in the tribal or religious groupings 
of the population. The author describes the main features of the 
administrations set up by the conquering races and the religious 
movements which have served to mould the character of the 
people and determine the type of civilisation. Such an account 
is necessarily mainly historical, but it is very readable history. 
Its value lies in the fact that without a study of the background 
the existing situation cannot be properly understood, least of all 
by a Western people imbued with their own ideas of nationality. 
From an economic point of view, perhaps the most interesting 
chapters are those dealing with the disastrous effect on the 
peasantry of the introduction, with British rule, of the complex 
system of English law and legal procedure, and the steps which 
the Government was forced to take to save them from expro- 
priation by the money-lending classes. The conception that 
laws which suit one race must necessarily suit another dies almost 
as hard as the cognate idea that the form of constitution suited 
to one race can be transplanted bodily to another with an entirely 
different historical past. The book is one which can be strongly 
recommended to all interested in Indian problems. 

H. R. C. HatLey 


Dictionary of Official War-time Organisations. By N. B. DEARLE, 
M.A., D.Sc. (Oxford University Press. 1928. Pp. 322. 
12s. 6d.) 


THE State Paper Office, once a familiar feature of St. James’s 
Park, was dismantled in 1862 and its contents were made accessible 
at the Public Record Office, an example followed gradually in 
the next fifty years by the archives of the Government depart- 
ments and their satellites. The State papers of Tudor sovereigns 
had largely replaced departmental records of the Court and 
Household of Norman and Plantagenet kings, while then, as 
now, these royal courts had their provincial sessions and registries. 

To some extent, therefore, the cult of archives and the cult of 
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“ dignities ”’ run parallel, and guides to the records would naturally 
enumerate the titles and offices of the clerks by whom they were 
compiled or kept. Indeed, lists and even establishments are 
preserved in ancient records as far back as the reign of Henry I. 

In the work under notice Dr. Dearle has not attempted to 
review either the original sources or the printed literature of the 
subject, being aware that these have been dealt with elsewhere, and 
also that the present compilation owed its inception and plan to 
war-time conditions of the Civil List. The inert mass of this 
venerable hierarchy was leavened by the spirit of patriotism until 
its new and urgent functions were redistributed among a multitude 
of democratic organisms, a nation in committees for counsel on a 
war that had ceased to be a spectre and become a familiar spirit in 
every household. 

A dictionary of administrative organisations was a new device 
of Western culture when a state of War was endemic in post- 
medieval Europe. In those days, therefore, such a work could 
not be regarded as having a special significance whether it were 
compiled in time of war or of peace. There are several well- 
known “ Dictionaries” which purport to give the yearly 
establishments of the English State departments from the 
Restoration onwards, and these have been continued by Lists or 
Calendars or Almanacks that are still in use. At the same time 
the history of the medieval departments of the State and of the 
post-medieval Secretariat have been dealt with in several scholarly 
works; while the devolution of our local institutions has been 
exhaustively described in the great work of the Webbs and is 
brought up to date in the Local Government Directory. 

Hitherto the defect of these official Dictionaries has been an 
insufficient use of the contemporary archives, which, in fact, were 
not always available. Even now it would be found necessary to 
supplement the State Papers and Departmental Records from 
documents abstracted by earlier Ministers of State, while other 
difficulties are suggested from a perusal of the Reports of the 
latest Record Commission. The above works, however, refer to 
the Civil Service of this country before the War, and a glance at a 
Calendar or Almanack of the year 1918 will show the bewildering 
expansions of the Civil Service during the War. At the same 
time we are faced with a new difficulty, for although the term 
“* Official ’’ has been usually reserved for the service of the State, 
it has been used in modern times with increasing laxity, while even 
in earlier times it was not always possible to distinguish between 
official and unofficial agencies. 
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Dr. Dearle has alluded in his Preface to this curious but 
inevitable difficulty. He also remarks that it was not always 
possible to draw a sharp line, in point of date, between war-time 
and post-war official organisations, while it was found necessary to 
prolong the period of their inception to the year 1922. 

The plan of this work was governed to some extent by the 
exigencies of the War itself, which caused so many official tradi- 
tions or amenities, and even the constitutional relations of the 
several departments, to be set aside in the interest of military, 
diplomatic or industrial efficiency. 

At the same time even such an obvious and often unintelligent 
method as an alphabetical and chronological arrangement can be 
reinforced by scholarly descriptions and cross-references, and in 
the circumstances Dr. Dearle’s classification of his materials is not 
only expedient but logical. Incidentally too his careful survey of 
the proprietary archives of these official bodies, great and small, 
supplies much useful and recondite information concerning their 
war-time activities. Indeed this monograph will undoubtedly 
suggest many interesting subjects for further economic and social 
investigation, and it will also supply valuable materials for that 
purpose, not only in respect of central, but also of local administra- 
tion. This anticipation is justified by the reception of the 
published reports of the Royal Commission on Public Records 
and the unofficial report of the Local Records conference of 
1921, to which the enlightenment of public opinion on this question 
of national interest is largely due. 

Some actual or potential romances of national service during 
the period of the War, and after, will be revealed by the briefest 
examination of Dr. Dearle’s exhaustive and masterly work. We 
may also, perhaps, gather that the archives of certain departments 
which were not directly concerned with the conduct of the War 
may continue to possess a practical value as well as a national 
interest. 

Naturally the departments connected with the Ministry of 
Agriculture and Fisheries and of the Board of Trade will be 
specially noticeable in this connection, though these and other 
departments of food supply and raw material were, for the time 
being, subordinated to the requirements of the War, expressed 
and demonstrated by the old Secretariats and Commissions and 
by the new ministries with their subordinate departments, and 
over all a War Cabinet. 

It may perhaps be useless to speculate on the possible value of 
the minutes of local “‘ Pig and Potato Clubs,” but at least they 
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might show that some action was taken for promoting co-operative 
production, while ‘‘ Agricultural Produce and Prices Committees ” 
could actually contemplate “‘ diminishing the disparity between 
prices charged to the producer and those charged to the consumer.” 
It would perhaps be too much to expect that Dr. Dearle should 
have kept in touch with the devolution of the Archives of the War 
since 1918, and of the Reconstruction period since 1922; but it 
may be hoped that these will be included in a new edition or in a 
Bulletin which, in some form or other, will be indispensable when 
the economic and social aspects of the World War are finally 
reviewed. HvuBeErtT Hau 





NOTES AND MEMORANDA 
GoLD AND BritisH CAPITAL IN INDIA 


Some of the recent economic events in India connected with 
the balance of trade and the imports of the precious metals are, 
from a currency viewpoint, of world importance. For India 
still imports year by year large amounts of gold, and to a less 
extent considerable quantities of silver for non-monetary purposes 
in settlement of her favourable balance of trade. 

In the tables below one lakh of rupees is the equivalent of 
£7500, and one crore (ten million rupees) the equivalent of 
£750,000. In Indian finance one always thinks either in lakhs or 
crores. 














The Balance of Trade 
(crores of rupees) 
P Last quin- 
re-war War Post-war quennial 
Average | Average | Average Average 
(1909-10 (1914-15 | (1919-20 | (1924-25 
to to to 
1913 14). | 1918-19). | 1923-24). | 1928-29). 
Exports of Indian merchandise 
(private) . : : .| +219 + 216 + 286 + 342 
Re-exports of foreign mer- 
chandise (private) + 6 + 8 + 15 + 10 
Imports of foreign merchandise 
(private) — 146 — 148 — 249 — 239 
Balance of trade in merchandise 
(private) . + 78 + 76 + 652 + 113 
Balance of transactions in treasure 
(private * ‘ — 36 — ill — 26 — 650 
Total visible balance of trade : + 42 + 65 + 26 + 63 
Balance of remittances of funds 
through Government 2 — 42 — 30 — 6 — 41 
Total visible balance of accounts 0 + 35 + 20 + 22 

















Nore.—(+) = net export. 
(—) = net import. 
(*) 


trade. 


= excludes transactions which do 


not enter into the balance of 


If the imports of gold and silver on private account are 
analysed year by year the following interesting results are 


obtained : 
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Net Imports of Gold and Silver on Private Account. 


























Percentage 
of imports 
Year. Gold Silver Total Total of gold 
(crores Rs.).| (crores Rs.).| (crores Rs.).| (£million).1} to world 
production 
of gold. 
1919-20... 11 =- | 11 14-6 
1920-21 . ° — 9 8 — | — 09 — 11-6 
1921-22 . ; — 3 15 12 8 — 30 
1922-23 . ; 41 18 59 40 41-5 
1923-24 . 3 29 19 48 32 26-6 
1924-25 . " 74 20 94 69 66-6 
1925-26 . : 35 17 52 39 32-1 
1926-27 . Hi 19 20 39 30 19-5 
1927-28 . ‘“ 18 14 32 24 15:8 
1928-29 . : 21 13 34 23 18-3 
Average for 
last ten years 23-6 14-4 38-0 27-5 22-0 





1 Converted at the average rate of exchange of the year. 
Notre.—(—) = net export. 


It will be seen that the net imports of gold in 1924-25 were 
more than two-thirds of the world’s gold production in 1924, 
and the average of the ten years is more than one-fifth of the 
world production during the decade. The average for the pre-war 
period 1909-10 to 1913-14 is 20 per cent., and for the war period 
1914-15 to 1918-19 6 per cent. of the world production. The 
year 1920-21, a tragic year in Indian exchange, when exchange 
on April 1 was 2s. 4d., and by the end of year—for example, on 
March 7—it had fallen as low as 1s. 23d., can hardly be used to 
refute the dictum that India is a sink of the precious metals. The 
large imports of gold and silver in 1922-23, 1923-24, and 1924-25 
were due to successive good harvests, to the high price of the 
commodities in which the agriculturist usually spends his surplus, 
especially piece-goods, and to the low price of gold. The Con- 
troller of Currency (Mr. H. Denning) well describes the causes 
thus : 

“ Agricultural prosperity consequent upon two successive 
good harvests was undoubtedly the main reason for the enormous 
absorption of gold, but there were other influences at work of 
which the effect was far from negligible. The non-co-operation 
campaign, succeeded by a growth of communal antipathy, pro- 
duced a feeling of insecurity which increased the tendency of the 
public, naturally strong for generations, to invest their savings 
in bullion. This tendency was further increased by the high 
price of piece-goods, the consumption of which was considerably 
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restricted. Finally, the comparative cheapness of gold made it 
an attractive investment. The continuous appreciation of the 
rupee in terms of gold reduced the price in Bombay from Rs. 28- 
13 per tola on April 1, 1922, to Rs. 25-2 per tola on March 31, 
1923, and at times during the year when exchange was excep- 
tionally strong the price was even lower. Possibly the hope that 
the price would again rise and facilitate a repetition of events of 
1920-21, when India made large profits by the sale at high prices 
of gold bought at low prices, had some influence, but whether this 
was the case or not, the low price of gold undoubtedly increased 
its popularity for hoarding purposes ”’ (Report for 1922-23). 

Among the middle classes the father of the bridegroom has to 
give the bride ornaments, the greater part of which is of gold. 
In Gujarat, for example, a middle-class gentleman will give his 
daughter-in-law at marriage ornaments worth Rs. 600 to 1000, or 
often a year or a year and a half’s salary. In some villages of 
Gujarat and Kathiawar the value of these ornaments-sometimes 
exceeds Rs. 2000. The father of the bride also gives his daughter 
for her own use ornaments of gold and silver worth Rs. 200 to 300. 
If a man saves, he will, in addition, buy gold bullion. In the case 
of lower castes, a man earning, say, Rs. 15 to 20 per mensem, will 
have gold and silver ornaments. My peon or messenger, earning 
Rs. 19 per mensem, has gold ornaments worth Rs. 40 to 50 and 
silver ornaments worth Rs. 60 to 100. When his son marries he 
will have to give ornaments worth Rs. 100 to 150. My other peon, 
earning Rs. 16 per mensem, who has also land, has gold ornaments 
worth Rs. 500. When his son marries he will give his daughter- 
in-law, as is customary for a man in his position in the caste, 
12 tolas of gold and 20 tolas of silver, costing more than Rs. 300. 
A high Political Officer in a large Indian State, writing in July 
1923, told me that the ruler’s private hoard in coin and bullion 
was more than Rs. 100,000,000, or 10 crores. The ruler had his 
jewellery valued privately on his accession, and its value was not 
less than Rs. 2000,000,000, or 200 crores. In a Rajputana State, 
apart from Rs. 30,000,000, or Rs. 3 crores, in coin and bullion, 
there was at that time a private treasury containing Rs. 20,000,000 
or Rs. 2 crores. In addition, there was jewellery valued at 
Rs. 30,000,000, or Rs. 3 crores. In Baroda jewellery worth 
Rs. 20,000,000, or Rs. 2 crores, is on show to the public, and it may 
be presumed that the jewellery not shown is quite equal in value 
to that figure. These are but instances. 

A very interesting result of the large imports of gold, both 
bullion and sovereigns, has been the return from circulation of 
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large amounts of rupees, which have been replaced by gold as a 
store of wealth. The following data give the statistics of rupee 
absorption and my estimates of rupee circulation. The method of 
estimating the circulation of rupees has been described elsewhere. 


Absorption crores. Rupee circulation crores. 








Absorption Rupee circulation 

crores. crores. 
1919-20 : : ; : : + 20 230 
1920-21 : ; : : : — 26 260 
1921-22 : ° . : : — 10 235 
1922-23 : ‘ : : : — 10 249 
1923-24 : : ‘ 5 : + 8 248 
1924-25 ; ; - : : + 4 235 
1925-26 : ; ; : ‘ — 8 236 
1926-27 — 20 269 
1927-28 — 4 287 
1928-29 — 3 . 











Notre.—(—) = return from circulation. 


During the last five years there has been a return of no less 
than Rs. 31 crores, and during the last ten years Rs. 49 crores 
have returned to the Government, or an average per annum of a 
shade less than Rs. 5 crores. The average absorption each year 
during the war quinquennium (1914-15 to 1918-19) was Rs. 22 
crores, a contrast with the last quinquennium, when the tide was 
the other way. Gold, in short, has replaced rupees in hoards. 
This is inimical to the finances of the Government, since it means 
delay in the absorption of the unnecessary stock of rupees. On 
the ground of economy the Government should not hoard. The 
Finance Department has since June 1927 been selling silver with 
the secrecy and discretion necessary in a sensitive market, 
although, strictly speaking, all the recommendations of the Hilton 
Young Commission were dependent on the formation of a Central 
Bank. The programme which the Commission laid down for the 
reduction of silver stocks? dated from the institution of a Central 
Bank, but the Government, considering such a bank ultimately 
desirable, thought it appropriate to carry out in advance this 
recommendation. The stock of silver in the Reserves at the date 
which the Commission fixed as the basis of the Report—April 
30, 1926—was 85 crores of rupees. On August 22, 1929, it was 

1 Vide my Indian Finance and Banking (Macmillan & Co.); cf. the Memorand- 
um of Sir A. C. McWatters, Financial Secretary to the Government of India, 
Royal Commission on Indian Finance and Banking, 1926, Vol. II., appendices, 


p. 73. 
2 Paras. 78 and 145 of the Report. 
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1103 crores of rupees. The outstanding notes on both dates were 
approximately the same : 185 crores and 185-9 crores respectively. 
With the exception of one lot of 9,000,000 ounces of fine silver 
for delivery in India, all the remaining sales made up to September 
4 were of unrefined silver, not acceptable on the Indian market. 
The proceeds of the sales of silver have been utilised in purchasing 
gold or gold securities, mainly the latter. 

Although in recent years there has been a large capital expen- 
diture, especially on railways, comparatively little was obtained 
from loans in India or in London. Thus in the quinquennium 
1923-14 to 1927-28 the programme of capital expenditure in 
India was Rs. 120 crores, of which Rs. 69 crores were on railways, 
Rs. 12 crores for other capital works, and Rs. 39 crores advances 
to Provincial Loans Fund. In London the capital expenditure 
was £49} millions, of which £48? millions were for railways and 
£3 million for other capital works. All this was financed with the 
addition of only Rs. 12 crores and £13 millions to the Public Debt. 
The remainder of the expenditure was from the following sources : 
Post office Cash Certificates and Post office Savings Bank 
deposits, Rs. 37 crores; other Savings Bank deposits, Rs. 9? 
crores, Depreciation and Reserve Funds, Rs. 25} crores; pro- 
vision for reduction or avoidance of debt, Rs. 224 crores; reduc- 
tion in open cash balance in India, Rs. 16? crores; Revenue 
surpluses (including those in the Revenue Reserve Fund), Rs. 12 
crores; Provident Fund balances from railways, Rs. 9 crores; 
gain by exchange, Rs. 7} crores, and miscellaneous appropria- 
tions from revenue, Rs. 3 crores. From the total of these items 
—Rs. 152? crores—the balance of Rs. 108 crores was found. The 
balance of sterling (£363 millions) was from the surplus of Rs. 443 
crores (Rs. 152? — Rs. 108) supplemented by a reduction of 
£41 millions in the sterling balances. ‘“‘ These results,” said Sir 
George Schuster, ‘‘ indicate a remarkable achievement and a very 
great strengthening of the intrinsic position of the country and the 
security which it can offer for future loans. The provision which 
has been made from revenue, and even the utilisation of the 
Railway Reserve and Depreciation Funds, represent a process 
which, to use a commercial expression, amounts to the ‘ putting 
back of surplus earnings into the business,’ which is the process 
by which most sound and prosperous undertakings are built up.” 
It will not, however, be possible to rely to the same extent on 
these resources to supplement borrowings in the future. Govern- 
ment balances have been reduced to the lowest level, cash 
certificates sales have been diminishing, and budget surpluses 
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cannot be counted on in the future to the same degree. In a 
letter dated September 3 to the Indian Merchants Chamber, Sir 
George Schuster said that during the last few years the Govern- 
ment had committed itself to very heavy expenditure on railway 
construction and for the purchase of railways, but “ had not made 
completely adequate provision for raising permanent funds to 
meet that expenditure.” In order to prevent any strain on 
India’s credit (for credit is a very delicate piece of furniture, the 
cobwebs of which cannot be brushed away with a Turk’s head 
mop), he is controlling rigidly such expenditure. It is sometimes 
forgotten that there are so many competitors for capital in the 
London Stock market, and the issues that can be permitted are 
therefore limited. India, which has a privileged position in the 
market, has, like Australia, Japan, South America, and all other 
countries seeking capital, to borrow cautiously and with self- 
control. The total interest bearing obligations of the Indian 
Government on March 31, 1929, was Rs. 1074 crores, of which 
Rs. 604 crores were in India and Rs. 470 (the equivalent of £353 
millions at 1s. 6d. per rupee) in England. The productive assets 
held against these obligations were estimated at no less a figure 
than Rs. 873 crores, of which the capital advanced to railways 
was Rs. 699 crores. If to Rs. 873 crores are added cash bullion 
and securities held on Treasury account amounting to Rs. 31 
crores, this leaves only Rs. 170 crores of unproductive debt. 
This is a contrast with the position of most other countries of 
industrial importance. Germany, for example, is dependent to a 
very large extent on foreign capital. At the end of July last it 
has been estimated that 40 per cent. of the total deposits of the 
principal banks were held by foreigners. 

No one who has examined the external borrowings of India in 
the last twenty-five years can deny the care and skill that have 
been shown in the speeding up of India’s internal development by 
capital raised abroad. Much credit must be given to a series of 
able Finance Ministers, and above all to that resourceful, prudent, 
and efficient public servant, the late Sir Lionel Abrahams of the 
India Office. The Report of the Committee appointed “ to con- 
sider the question of the flow of capital into India from external 
sources ”’ laid it down that as a general principle the inflow of 
external capital is not only unobjectionable in itself, but is a 
valuable factor in assisting the economic development of a country 
and in increasing its wealth and employment. They also 
held that it is even more advantageous that requirements for 
new capital should be supplied from internal sources so far as 
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internal capital is forthcoming. In the case of Government and 
quasi-Government loans, the rate of interest should not be the 
sole consideration in placing such loans, and, other things: being 
equal, preference should be granted to the Indian investor. The 
Committee consisted of the Finance Minister, the Commerce 
Minister, and seven non-officials, three elected by the Council of 
State and four by the Legislative Assembly. 

To mobilise the precious metals for productive purposes, and 
to ensure thereby the great expansion of capital investment, four 
things will be necessary. In the first place, education, especially 
primary education, must be far more widespread and accessible. 
Secondly, a co-ordinated system of banking must be effectively 
introduced, after the exhaustive inquiry now being undertaken 
into banking and credit facilities has been completed. Thirdly, 
a continuous All-India investment movement similar to the 
savings movements in other countries will have to be undertaken 
in the half-million villages and towns in British India and, if 
practicable, in the 188,000 villages and towns in Indian States. 
The movement must be a living and growing one. Fourthly, 
organised effort must be undertaken to soothe communal and 
racial antipathies and to alleviate unrest of every kind. In all 
these the Government have to do much. In fact, the responsi- 
bility as well as the initiative will be theirs. In a country like 
India the strong power of Government is required to bring about 
economic advancement, and non-official support will be required 
at every turn. It is evident that co-operation on the official side 
rests on a recognition of Indian opinion; on the non-official side 
on a recognition that the Government have only one end in view— 
the well-being and progress of the country. Things are moving 
quickly in India to-day. If an Act to prevent child marriage 
has been recently placed on the statute book, in spite of rigidity 
of custom in some quarters, there is no reason why the accumula- 
tion of gold and silver, next to that in the richest country of 
the world, the United States, should be any longer permitted 
to lie sterile. A special appeal for united action is vitally 
necessary, in spite of poverty in teachers, our ignorance of what 
we should do, our social fabric, and our internecine quarrels. In 
education it seems as if we were committed to a complete over- 
hauling of policy. The written word is shut out from nine-tenths 
of the population, as only 8-2 per cent. were literate at the last 
Census, and the test of literacy is the ability to read or write a 
letter or post-card in any language. Of 163 million males in 


British India, 143 millions were illiterate, and of 154 million 
No. 156.—vou. xxxIx. UU 
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females no less than 151 millions were illiterate. Only 2-5 millions 
out of 318 millions were literate in English. A nation cannot be 
on a level for long above the level of its women. Should it rise 
under the stimulus of a great moral idea (for example, Islam in 
Arabia) to a higher plane of thought and life, it cannot long 
maintain itself on that plane unless its women rise to it and kindle 
similar ideas in the young minds of succeeding generations. With 
education we shall, in Huxley’s words, “ask all institutions, 
however venerable, by what right they exist, and whether they 
are, or are not, in harmony with the real or supposed wants of 
mankind.”’ 
G. FinpLay SHIRRAS 
Gujarat College, 
The University of Bombay. 





‘THE MONETARY THEORY OF THE TRADE CYCLE 


PROFESSOR Pigov’s article under this heading in the Economic 
Journal for June is primarily a criticism of my contention that 
the trade cycle is a purely monetary phenomenon. It also 
includes a discussion of the question of the efficacy of Govern- 
ment expenditure as a cure for unemployment. The two subjects, 
though they have common ground, are distinct, and I will begin 
with the former. 

Professor Pigou starts his argument by putting forward a 
thesis which, he says, “is what Mr. Hawtrey seems to hanker 
after, and certainly is what he ought to maintain if his statement 
about ‘a purely monetary phenomenon’ is to be justified.” 
According to this thesis, if the unspent margin (the “sum total 
of monetary purchasing power’) and the circuit velocity of 
money remain constant, then the consumers’ income and outlay 
remain constant, and “ if in these conditions no disturbances are 
initiated on the side of production the price level must remain 
constant, and so also . . . must the wages bill and the volume 
of employment.” It follows that provided the unspent margin 
be kept constant, the trade cycle will totally disappear. 

Had Professor Pigou confined himself to saying that provided 
the consumers’ income and consumers’ outlay be kept constant, 
the trade cycle will totally disappear, he would have come very 
close to one of the principal propositions of the monetary theory 
of the cycle. It is clear that if the consumers’ income and con- 
sumers’ outlay remain constant, the trade cycle, as we know it, 
cannot occur, because, under those conditions, production and 
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the price level cannot (except momentarily) vary simultaneously 
in the same direction. 

Why does he add the further condition that the unspent 
margin and velocity remain constant? Does he mean to imply 
that only changes in the unspent margin can be described as 
“monetary ” and that changes in velocity cannot? Obviously 
not. He himself follows genera] usage in classing changes in 
velocity under the head of monetary causes. Why then does he 
think that the monetary theory of the cycle presupposes that 
velocity “is in its nature constant’? As he says, I recognise 
‘in more than one passage . . . that the consumers’ outlay may 
be modified, not merely by an alteration in the volume of bank 
credit, but also by an alteration in the velocity of monetary 
circulation brought about independently of the volume of bank 
credit.”” He might have multiplied the references appended to 
this statement, and I may point out that in one passage I attached 
to the phrase, “‘ credit and monetary causes,” the express state- 
ment that “ changes in velocity may be as important as credit 
movements ” (p. 167). Professor Pigou quotes p. 110 of my book 
as implying that, though velocity may vary, “it will only do so 
in exceptional circumstances.”” But the passage he quotes does 
not say that velocity will only vary in exceptional circumstances, 
but that it is only in exceptional circumstances that Government 
expenditure on public works will itself bring about an increase in 
velocity. 

In the concluding part of the article (pp. 192-4), Professor 
Pigou comes closer to the point. As he says, according to the 
monetary theory, “the rhythm through which the volume of 
credit moves, and on which the associated movement of industrial 
activity directly depends, is a rhythm inherent in the structure 
of the banking and credit organisation. It is thus independent 
of the play of non-monetary circumstances, whether variations 
in the temper of business men, Government policy or anything 
else whatever.” 

He contrasts his rigid statement of the case in these words 
with my own statement that, “‘if the monetary theory of the 
trade cycle traces the period to the rate of progress of credit 
movements in their effect upon the gold reserves, that does not 
mean that this rate of progress is not itself affected by non- 
monetary causes.” 

By way of reconciling the two I may point out that “ non- 
monetary circumstances, whether variations in the temper of 


business men, Government policy or anything else whatever ”’ 
vuu2 
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may themselves affect the monetary situation. According to the 
monetary theory of the trade cycle, their effect on the progress 
of the cycle is limited to their effect on the monetary situation. 

Professor Pigou jumps to the conclusion that there is no con- 
siderable difference between this and the orthodox view, according 
to which, ‘‘ when an upward movement begins, the rate at which 
the volume of credit expands is greater or less according as busi- 
ness men and (or) the Government are more or less keen to borrow 
money to extend their enterprises. The keener they are, the more 
quickly the moment arrives at which the banking system must 
take action to protect its reserves.”’ 

Here he seems implicitly to concede that the non-monetary 
causes work through their influence on the creation of credit. 
Instead of saying, as at the beginning of his article (p. 183) that 
“the credit movements and the price movements, which accom- 
pany and are in part due to them, are an important factor in 
accentuating the range of the associated industrial fluctuations,” 
he says at the end that ‘‘ non-monetary factors modify the cycle.” 

What, it may be asked, is the difference? My answer is that, 
in the first place, the non-monetary causes only modify the cycle 
through their effect on the monetary situation. And as the banks 
seek constantly to counteract their effects in this direction, their 
influence on the rate of progress of the cycle is of a subsidiary 
character, arising mainly from miscalculations on the part of the 
banks.} 

In the second place, I hold not merely that “if credit policy 
were so controlled as to keep the general price level substantially 
stable, the magnitude of these industrial fluctuations would .. . 
be reduced in an important degree ” (p. 183), but that the cyclical 
fluctuations would be eliminated altogether. The causal chain 
by which optimism and pessimism and other non-monetary causes 
influence general productive activity would be decisively severed. 

Thirdly, I would say that if the regulation of credit were 
neither dominated by the gold reserve position, nor based on 
stabilisation of the price level, but were so managed as to give 
free play to the influence of non-monetary causes on productive 
activity (an hypothesis not easy to formulate with precision), 
then the consequent variations of productive activity would be 
entirely irregular with no more trace of periodicity than the 
alternations of red and black or odd and even. The causes are 
such that their effects might be felt for several days, weeks or 


1 IT ought to add that non-monetary causes affecting the balance of payments 
may materially modify the progress of the cycle in any particular country. 
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months, and possibly in exceptional cases for years, but the effects 
of one might be modified or counteracted by the intrusion of 
another at any moment. Also there would be no necessary corre- 
spondence between the tendencies to productive activity or the 
reverse in any one locality or country and those in any other. 

Professor Pigou finds fault with my use of the term 
“ periodicity,” because ‘‘a true periodic phenomenon is one 
whose recurrences are separated by a precise and constant time 
interval.” ‘ Any disturbance,’ he says, “‘ which embraces an 
upward and downward movement spread over a finite interval 
of time can be depicted as a wave; and if periodicity is compatible 
with variations in the height, length, and inter-relations of 
successive waves, any series of such disturbances can claim to be 
periodic.” He thinks it “very unfortunate” that I have 
“ provided no definition’ as to the degree of regularity con- 
stituting “ periodicity.” 

I confess I do not see the point of this criticism. The 
periodicity that has to be explained in the case of the trade cycle 
is the periodicity which does actually occur. It is that which 
Professor Pigou calls (Industrial Fluctuations, Second Edition, 
p. 18) ‘‘ the curious wave-like movement which industrial activity 
in modern industrial communities everywhere undergoes.” He 
offers (and quite rightly) a description of the facts and not a 
definition. 

Professor Pigou has endeavoured, in the concluding chapter 
of Part I of his book, to find in the various non-monetary causes 
traces of a tendency to periodicity. My grounds for differing 
from him are given on pp. 165-172 of Trade and Credit. 

I would sum up the monetary theory of the trade cycle in the 
following propositions : 


(1) Non-monetary causes do not -affect general productive 
activity (as distinguished from the activity of the 
particular industries immediately affected) except 
through their monetary effects ; 

(2) The monetary effects of these causes, in so far as they 
clash with credit policy, are systematically counter- 
acted by the banks ; 

(3) If credit policy were based on stabilisation of the price 
level (suitably interpreted) instead of on gold reserves, 
cyclical fluctuations could be eliminated altogether ; 

(4) The non-monetary causes have no tendency to periodicity. 


Professor Pigou, while recording his dissent from some but not 
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all of these propositions, leaves them untouched so far as argument 
is concerned. He may have vevy good arguments in reserve, but, 
till he has produced them, he is not entitled to say that my thesis 
that the trade cycle is a purely monetary phenomenon, is ‘‘deprived 
of all significant content’ or ‘left unsupported in the air,” 
through my acceptance of the view that non-monetary factors 
modify the cycle. 

There remains the other part of Professor Pigou’s article, 
his defence of the efficacy of Government expenditure as a cure for 
unemployment. He reverts (p. 186) to the question of velocity. 
“‘ Suppose,” he says, “ that instead of spending £100 in buying 
food and clothes for my personal consumption, I use the £100 to 
engage painters and plasterers, hitherto unemployed, to repair 
my house, these painters and plasterers using the money to buy 
the food and clothes that I forgo. In that event certain money 
units, that would otherwise have become income and outlay during 
a year n times, now become income and outlay (n + 1) times. 
That is to say, V is increased.” 

Velocity is increased, provided the painters and plasterers keep 
none of their money in hand in balances ! That condition only has 
to be stated to be rejected. No ground is put forward either for 
supposing that the newly employed workmen will not absorb 
cash in the normal way, or for supposing that he who pays for 
their employment keeps for that reason any less cash in hand. 

The main part of Professor Pigou’s argument on this matter 
is embodied in the hypothetical illustration explained on pp. 
188-191 of his article. Wheat is assumed to be the sole medium 
of payment of wages, which are fixed at a bushel a week. There 
are ten million work people, nine million of whom are employed, 
receiving nine million bushels a week, and a million unemployed, 


supported by ; of a million bushels a week, raised by the Govern- 


ment from non-wage-earners. Suppose the Government raises 
an additional amount of wheat, so as to spend F bushels of wheat 
a week on works of development. It employes R workmen. But 
the people from whom the wheat is taken will not be able to employ 
so many men as before. 

Suppose that after allowing for this the net number brought 
into employment is x. Since they would have cost i bushels a 
week if unemployed, the net amount to be raised and therefore 


4 x 
taken away from non-wage-earners, is R — h bushels. Professor 
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Pigou assumes that if : of the R — ; bushels ‘‘ would have been 


invested in setting labour to work in making capital (7.e., non- 
consumption) goods,” then the number driven out of employment 
1 x 
would be : (R — ) 
I am quite unable to see. any foundation whatever for this 
assumption. It may be inferred from Professor Pigou’s treatment 


of the subject elsewhere that a part of the R — 5 bushels would 


not have been invested in setting labour to work at all (7.e., that 
which would have been consumed by the capitalists or held in 
store). But why is it assumed that the part which would have 
been invested in setting labour to work in making consumption 
goods can be diverted without driving the labour out of employ- 
ment ? 

The assumption is made all the more puzzling by the explana- 
tion on p. 189 of the results that would follow if the Government 
spends its R bushels of wheat in setting men to work not on 
capital works but on making consumable goods (i.e., wheat). 
** It then,” we are told, “‘ gets back and has available for further 
wage payments what these men produce.” 

If the curve “depicting the marginal wheat output of varying 
numbers of men . . . is a straight line with a slope of 45 degrees, 
the total number called in to work will be R(1+4-+}...) 
i.e, 2R men.” The underlying idea is clear, but the formula 
does not seem to be quite right. The reference to marginal 
output suggests diminishing returns, and if the first R men are 
paid a bushel for producing half a bushel each, then the }# men 
employed with their produce would produce less than half a 
bushel each. Since the marginal output of the men previously 
in employment was presumably one bushel per week per man, 
an average of half a bushel for the next R men seems a low estimate, 
and Professor Pigou’s claim that the number of men called to 
employment will be several times R seems modest.! 

But if the Government can give so much more employment 
by setting men to produce consumption goods, why is the dis- 
placement of men from private employment in the production 

1 The magic effects of turning men on to produce wheat arise entirely from 
the assumption that wheat is assumed to be used as a means of payment. The 
production of the means of payment is not necessarily subject to the law of 
diminishing returns. If the unemployed were set to manufacture paper money, 


we might get a divergent series R(1 + 10,000 + 100,000,000 + ...). An easy 
way with the problem of unemployment ! 
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of consumption goods not to be treated as a set-off against the 
employment given? I cannot help thinking that some error has 
crept into Professor Pigou’s presentation of his hypothesis. 

But in any case what is the purpose of the hypothesis? It does 
not seem to aim at anything more than illustrating Professor 
Pigou’s theory of ‘‘ wage-goods ” or “‘ mobile resources,” and it 
adds nothing to previous expositions of that theory. My grounds 
for dissenting from the theory I have stated in J'rade and Credit 
(particularly pp. 148-151, 155-8 and 178-184) and I need not 


repeat them here. 
R. G. HawtTREY 





Comment on the above by Professor Pigou 


Tue Editor of the Economic JouRNAL has invited me to 
comment on the foregoing paper. As regards the main matter 
of discussion there is not, I think, really any great difference 
between Mr. Hawtrey and myself. It is chiefly an issue of words 
and ways of putting things. Thus, I argue that, since velocity 
of circulation depends upon non-monetary factors, 7.e. the propor- 
tion of their real income which people choose to keep in the form 
of ready purchasing power, anyone who admits that variations 
in velocity are influences affecting the trade cycle, ought not to 
say that this is “a purely monetary phenomenon.”’ Mr. Hawtrey 
argues that variations in velocity of circulation are monetary causes 
and that, therefore, it is perfectly proper to say that. Again, 
if it is the periodicity of industrial fluctuations that is to be a purely 
monetary phenomenon, and if periodicity is to be used to mean 
the form of wave movement ‘“ which does actually occur,” of 
course Mr. Hawtrey wins his case ; for nobody supposes that, in the 
absence of the monetary factor, the form of wave movement would 
be exactly the same as it is when that factor is present. To use 
words in this way seems to me misleading. Anyone who will 
read our two articles together can judge for himself how far our 
verbal differences imply differences of substance also. As regards 
the portion of his paper in which Mr. Hawtrey turns from defence 
to criticism and examines my § 11—that dealing with Government 
expenditure in a régime of barter or of stabilised prices—things 
are different. His argument, together with comments which I 
have received privately, have convinced me that the analysis of 
that section is incorrect. I should now say quite simply that the 
Government can obtain an annual real campaign fund without 
any set-off in new unemployment except in so far as (1) the 
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taxation it imposes indirectly checks the performance of work 
by non-wage-earners and the accumulation of capital, and (2) 
friction and immobility interfere with such shiftings of occupations 
as the new adjustment requires. If the real campaign fund 
amounts to R, this fund employed to the best advantage should, 
again apart from frictions, enable it to set to work a number of 
new men such that the aggregate real value of their work falls 
short annually of their aggregate real wage requirements by R. 
A. C. Pigou 





‘* FAIR WAGES ”” AND “‘ NET ADVANTAGES ”’ 


§ 1. In Principles, Book VI, chap. iii, Marshall expounds his 
famous doctrine that economic freedom tends to establish 
equality not of time-earnings but of “ efficiency-earnings,”’ and 
not of money wages but of “ net advantages,” enjoyed by labour 
of the same grade in different places and occupations. It is 
not definitely stated, but it is perhaps implied by Marshall—at all 
events it is, so far as I can see, true—that this tendency is socially 
beneficial. The following note is an attempt to assist the student 
who has occasion to compare afresh this familiar doctrine with 
Professor Pigou’s recently revised discussion of the relation 
between equality of marginal net products of labour, “‘ fair wages,”’ 
and the national dividend (Economics of Welfare, 3rd ed., Part ITI. 
Chaps. ix and xiv). 

§ 2. He will find, I think, that the various elements of difference 
between money wages and “net advantages,’ which are set out 
by Marshall in a uniform catalogue, are re-grouped by Prof. Pigou 
into four categories, which are subjected to separate treatment. 

(i) Differences in the cost of living. —These are treated (p. 498) 
as giving rise to “‘ costs of movement ”’ from points where cost of 
living is low to points where it is high, and hence to inequality in 
the marginal net products of labour at different points. Given 
the existence of these differences in the cost of living, it is argued 
that the resultant inequality in marginal net products is desirable 
(p. 510 n., ef. p. 552), and is consistent with the prevalence every- 
where of “‘ fair wages ”’ (p. 549). 

(ii) Differences in “‘ special amenities enjoyed,” such as liberty 
to settle one’s own hours of work. With some straining of 
language, a money measure of these amenities is regarded as 
forming part of ‘‘ money wages”’ (p. 548); and in spite of the 
definition on p. 136 of marginal net products in terms of “ physical 
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things or objective services,’ the amenities themselves are 
regarded as forming part of the marginal net product of the 
worker who enjoys them. 

(iii) Differences in healthiness, safety, regularity of work.—These 
things, like “‘ amenities,” are regarded as entering into marginal 
net product (p. 494). Obviously a money measure of them is not 
regarded as entering into “ wage rates’ (p. 493, line 20): since 
the fact that it does not so enter, and that therefore work-people 
are tempted to ignore these differences, is the whole point of the 
argument of chap. ix, §4. We are bound, however, to suppose 
that such a money measure 7s regarded as entering, like a money 
measure of other “ amenities,’ into “money wages” (p. 548). 
Otherwise the statement on p. 549, that ‘“‘fairness’’ between 
similar persons implies equality of ‘“‘ real wages ’—defined as 
“money wages ” corrected for cost of living —cannot stand. 

(iv) Differences in opportunity for supplementary family 
earnings.—These are treated in chap. ix on the same footing as 
(i) differences in cost of living (p. 504). But in chap. xiv. in con- 
nection with the conception of ‘‘ fair wages,” nothing is said about 
them; and we are left uncertain whether or no such opportunities 
have now been subsumed with other “amenities”’ into marginal 
net products, and their money measure into ‘‘ money wages.” If 
they have, differences in what are ordinarily called money wages 
due to this cause are being regarded as “fair”’; if not, they are 
not. But in the former case the treatment would seem to be 
inconsistent with the treatment in chap. ix, where such differences 
are regarded as causing inequality of marginal net products and 
money wages; while in the latter case the result would seem to 
be at variance with Marshall’s. 

§ 3. The whole position is thus somewhat confusing. Subject, 
however, to the ambiguity under (iv) above, I have no criticism to 
make of what I take to be Prof. Pigou’s final conclusion, namely, 
that (in his own terminology) universal “‘ fairness ’’ of wages, or 
(in Marshall’s terminology) universal equality of ‘‘ net advan- 
tages,” is in the social interest, except so far as it can only be 
attained by treating real costs of movement (in the ordinary 
restricted sense) as though they did not exist. But I suggest that 
if it is desired to establish this proposition in terms of marginal net 
product and national dividend, the least confusing procedure is as 
follows. Adhere to the definition of marginal net products in 
terms of physical things or objective services (p. 136); and treat 
differences of types (ii) (iii) and (if this is not already done) (iv) on 
exactly the same footing as differences of type (i), namely, as 
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factors which render it desirable that there should be inequality 
in the marginal net product of labour at different points, even 
though such inequality has an unfavourable effect on the size of 
the national dividend. [The tendency of work-people to ignore 
danger, etc. will thus appear as a factor tending to make marginal 
net products and wage rates equal when they ought to be unequal, 
and not (as in chap. ix. § 4) as a factor tending to make marginal 
net products (though not “ wage rates’’) unequal when they 
ought to be equal.] 

After reading this note, Professor Pigou has signified that he 


would regard the suggested change as an improvement. 
D. H. Ropertson 





A NOTE ON “‘ THE PUBLIC REGULATION OF WAGES IN 
GREAT BRITAIN ” 


THERE can be very little doubt that Professor Clay in his 
Presidental address, which appeared in the September issue of 
the Economic JouRNAL, puts his finger on the seat of the trouble 
when he ascribes our present industrial condition, under which a 
million or more potential wage-earners are unemployed, to the 
post-war loss of plasticity of wage-rates. 

This loss of plasticity he attributes to the fact that unemploy- 
ment no longer exerts the depressing effect upon the wage level 
of the community that it did in pre-war days, and few will be 
found to disagree with his view that if the unemployment problem 
is to be solved, some other means must be found of ensuring that 
wages will in general respond more readily to changes in the supply 
and demand of labour. 

There is one paragraph in the address, however, that is likely 
to be very misleading to the lay mind. In dealing with the 
trade union policy of pushing up wages regardless of unemploy- 
ment, he states that there is a condition under which continually 
higher wage-rates can be paid, and that is when the wealth of the 
community is steadily growing. 

This statement suggests that Professor Clay holds the view 
that if the productivity of industry were increased it would be 
possible to pay to the wage-earner proportionately higher wages. 

The fact of the matter is, however, that taking the world as 
a whole, increased productivity would not enable the general 
wage level to be raised, as the amount that can be paid in 
money-wages depends not upon the wealth produced, but upon 
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the quantity of currency in the world and upon the monetary 
habits of the people in the world. 

It is true that if any community increased its productivity 
relatively more than other communities, gold would flow into it 
from other communities, thus enabling it to increase the amount 
of its currency, and to pay either higher wage-rates or the same 
wage-rates to a greater number of wage-earners. Any rise in 
wage level in such a community, however, would be balanced by 
an equivalent fall in wage level in some other community in which 
the productivity had relatively fallen. 

I raise the point because at the present time it appears par- 
ticularly desirable to make it as clear as possible that while there 
is unlimited scope for increasing the purchasing power of wages by 
increasing the productivity of labour, the amount that can be paid 
in money-wages is a strictly limited quantity determined ultimately 
by the quantity of gold available as a basis of currency. 

Joun P. Brissy 


Liverpool. 





OBITUARY 


THORSTEIN VEBLEN: 1857-1929 


AccorDING to its indexes, the Economic JOURNAL has reviewed 
but one of Thorstein Veblen’s eleven books. The issue of Septem- 
ber 1925 contains a notice of The Theory of the Leisure Class—a 
volume published twenty-six years earlier and just then reprinted 
for the ninth time. It seems a natural inference that Veblen’s 
work is not widely known to British economists. Among 
American economists, on the contrary, no contemporary stands 
out more clearly from the crowd. Opinions differ sharply con- 
cerning the value of his contributions, critical and constructive ; 
but there is no doubt that his influence is wide and deep. 

To account for the slight attention paid to Veblen outside of 
his own country is not difficult. Professor Graham Wallas, who 
owns a desire ‘‘ to give him the old-fashioned name of ‘ genius,’ ” 
sorrowfully confesses that ‘‘ Veblen’s books are, even for a pro- 
fessional student, pretty stiff reading.” 1 The subject-matter is 
difficult in that Veblen attacks problems strange to economists 
and uses evidence few of us can weigh. Even more disconcert- 
ing to many is his style—and in his case certainly the style is the 
man. Professor Wallas wished Veblen ‘to write a new book, 


1 “ Veblen’s Imperial Germany and the Industrial Revolution,” Quarterly 
Journal of Economics, November 1915: Vol. XXX, pp. 179-87. 
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in which he shall drop the irony and reticence which is such an 
admirable means of self-protection for a sensitive teacher who 
thinks for himself.”” That Veblen could not or would not do. 
He was an original, whom the discipline of life in a land of “‘ regular 
fellows’ could not standardise. Those who strive to profit by his 
uncanny penetration into the foibles of modern society do well to 
study first his strange personal equation. 

A son of Norwegian immigrants, born in Wisconsin in 1857 
and brought up on a farm in Minnesota, Veblen did not come into 
close contact with English-speaking Americans until at twenty 
years of age he entered Carlton College—a small congregational 
institution near his home. He found his new associates queer 
people. They accepted without question conventional modes of 
thinking and acting quite different from those which prevailed 
among his own people. Veblen had the strength of mind to resist 
assimilation, and the urge to inquire how conventions arise and 
spread. Also he took a naughty pleasure in quizzing earnest 
souls who felt it bad form to probe respectable beliefs. He loved 
to propound elaborate explanations for things which most people 
regard as the plainest common sense. And the more these explana- 
tions made folk squirm, the more Veblen enjoyed them. 

With this trait Veblen united wide curiosity and remarkable 
powers of assimilating knowledge. He was a close observer of 
plants and animals as well as of people, a deft craftsman who liked 
to experiment with new materials, a quick linguist, an omnivorous 
reader. Among all the routes leading to the unknown regions he 
longed to explore, philosophy seemed to his youthful mind the 
most promising. After graduating from Carlton College he went 
to Johns Hopkins and then to Yale, where in 1884 he took a 
doctor’s degree in philosophy, with a dissertation upon ‘“‘ Ethical 
Grounds of a Doctrine of Retribution.”” But he could find no 
opening to teach : in those days chairs of philosophy were usually 
occupied by retired clergymen. Returning to Minnesota, Veblen 
remained a studious recluse for seven years. Finally, in 1891, an 
opportunity came to enter Cornell as a student of economics. 
From that time forward he lived a none-too-smooth life as a teacher 
and writer upon economics, passing in succession to Chicago, 
Stanford, Missouri and the New School for Social Research in New 
York, where he lectured from 1918 until his retirement in 1926. 

Veblen thus brought to economics the detachment of a visitor 
from Mars, a confirmed habit of ironical expression, a specialist’s 
grounding in philosophy, and the loot of much miscellaneous 
reading. A man familiar with Kant is not over-awed by the 
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technical parts of economic theory. Nor does he miss the philoso- 
phical implications of what is said. Veblen was intrigued by what 
seemed to him the naive preconceptions entertained by the masters 
of political economy from Dr. Quesnay to Dr. Marshall. In par- 
ticular their notions of human nature seemed to him curious. 
Contemporary theorists had not really freed themselves from that 
rationalised concept of behaviour which Bentham had set forth 
in such downright fashion. Yet Darwin’s studies of the instincts, 
supplemented by William James’ analysis of the formation and 
functioning of habits, had reduced the felicific calculus from its 
eighteenth-century status as an instrument of scientific inquiry 
to the status of a quaint delusion. Even the attenuated modern 
forms of this calculus were mischievous in that they diverted 
attention from genuine problems. Veblen did not say all this 
in good round terms. That was not his way. He explained that 
the conclusions reached by economic theorists were quite con- 
sistent with the premises, overt and tacit, from which the theorists 
reasoned. He sought to show how the notions of human nature 
employed had become current. He inquired why the pale ghost 
of hedonism still haunted economic treatises after the body had 
been decently buried in treatises upon psychology. In short, 
he dealt quizzically with economic theory as an intellectual 
curiosity which called for explanation, and thereby annoyed many 
people who would have taken a frontal attack with good grace. 

The fundamental difficulty with economics, in his view, was 
that it does not conceive its problems in the proper way. Under 
the spell of Darwin, Veblen held that— 


In so far as it is a science in the current sense of the term, 
any science, such as economics, which has to do with human 
conduct, becomes a genetic inquiry into the human scheme of 
life; and where, as in economics, the subject of inquiry is 
the conduct of man in his dealings with the material means 
of life, the science is necessarily an inquiry into the life- 
history of material civilisation, on a more or less extended 
or restricted plan. . . . Like all human culture this material 
civilisation is a scheme of institutions—institutional fabric 
and institutional growth.! 


Institutions ‘‘are settled habits of thought common to the 
generality of men.””? The problems proper to economics, accord- 
1 “The Limitations of Marginal Utility,’ 1909. Republished in The Place 


of Science in Modern Civilisation and other Essays, New York, 1919, pp. 240, 241. 
2 Ibid., p. 239. 
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ingly, are problems of genesis and cumulative change in widely- 
diffused habits of thought concerning ways and means. Such 
problems must be treated in terms of causation, not in terms of 
rational choice. 


The two methods of inference—from sufficient reason and 
from efficient cause—are out of touch with one another and 
there is no transition from one to the other: no method of 
converting the procedure or the results of the one into those 
of the other.! 


In his constructive work Veblen followed the line thus marked 
out. He investigated a variety of institutions, or institutional 
complexes, from the leisure class to the machine process, business 
enterprise and absentee ownership. Always he sought to explain 
in causal terms why a certain way of looking at things arose and 
why that way changed in the course of time. Always he treated 
behaviour as a whole, not caring to mark off a narrow segment as 
strictly economic. Always he saw contemporary man as a product 
of age-long savagery, bewildered bythe changes in conditions which 
he has unwittingly brought upon himself. And always Veblen 
played with the feelings of his readers quite as much as he played 
with ideas. Even when he dealt with questions which have a 
place in standard treatises on economics—such as credit, business 
combinations, profits, socialism—he drew little from, and he con- 
tributed little to, the standard discussions. For the problems 
which he thought significant are not the problems ordinarily 
attacked. As he put it, inference from efficient cause and infer- 
ence from sufficient reason are out of touch with one another, and 
there is no transition from one to the other. Quite naturally 
many economists held that whatever his work may be, it is not 
economic theory. 

We shall have no more of these investigations, with their 
curious erudition, their irony, their dazzling phrases, their 
bewildering reversals of problems and values. Veblen died in 
July, among the Californian hills which he fondly likened to the 
lands that never were outside of William Morris’s romances. 
But those whose intellectual interests are not limited to conven- 
tional lines will long find in his work a treasure of subtle sugges- 
tion. The sophisticated who can bear to have their share in 
human frailty exposed will read with quaking pleasure. Perhaps 


1 «The Limitations of Marginal Utility,’ 1909. Republished in The Place 
of Science in Modern Civilisation and other Essays, New York, 1919, p. 237. 
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the best book to sample by way of introduction is the volume of 
collected essays, entitled The Place of Science in Modern Civilisa- 
tion (1919). The Theory of the Leisure Class (1899) is the most 
playful and popular of the full-length discussions, while Absentee 
Ownership (1923) is starkly terrible at times beneath its bland 
surface. Economists will feel most at home with The Theory of 
Business Enterprise (1904), psychologists with The Instinct of 
Workmanship (1914), and political scientists with Imperial 
Germany (1915) or with An Inquiry into the Nature of Peace and the 
Terms of its Perpetuation (1917). But Veblen demands much of 
his readers, and not everyone who sips will have the stamina to 
drink. 
Wes.ey C. MrtcHELL 
Columbia University, 
October 1929. 
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The following Libraries have been admitted to Library 
membership :— 


Antioch College, Ohio. 

Australian Mutual Provident Society, Sydney. 

Birmingham Southern College, Alabama. 

Guildhall Library, London. 

Hendon Public Libraries. 

Institut fiir Mittel und Sudosteuropaische Wirtschaftsfors- 
chung, Leipzig. 

Institut fiir Politische Oekonomie, Vienna. 

Instituto di Scienze Economiche e Commerciali di Palermo, 
Sicily. 

Judson College, Rangoon. 

Leeds Public Libraries. 

Murarichand College, Assam. 

Orszagos Tarsadalombiztosito Intezet, Budapest. 

Staatswissenschaftliches Seminar, Basel University. 

Staatswissenschaftliches Seminar, Marburg University. 
(Composition.) 

Tsing Hua University Library. 

Tubize Artificial Silk Company of America, New York City. 

University College Library, Hull. 





Section F (Economics and Statistics) of the British Association 
held its South African meetings under the Presidency of Pro- 
fessor Henry Clay at Capetown (July 23 to 26), and at Johannes- 
burg (July 31 to August 2). The chief characteristic of the meet- 
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ing was the large proportion of papers contributed by South 
Africans upon subjects in the study of which they had special 
interest and experience. At Capetown, Professor R. Leslie 
(University of Capetown) read a paper upon “ Coloured Labour 
and Trade Unionism in Cape Town ”’ which broke new ground; 
Professor J. W. F. Gurskopf (University of Stellenbosch) dealt 
with “The Agricultural Land of South Africa and its Users,” and 
Professor A. Plant (University of Capetown) with “The Anti- 
dumping Regulations of the South African Tariff”; Mr. D. T. 
Jack discussed the problem of the future value of gold. A 
complete session was devoted to a joint discussion with the 
Agriculture Section upon ‘‘ The Problem of Stabilising Agricul- 
tural Prices, with special reference to Control Boards, Equalisation 
Funds, and other Methods of Price Regulation,” and the subject 
was introduced by Mr. R. B. Forrester, Mr. R. J. Thompson, and 
Dr. J. M. Tinley. Professor Clay opened a joint discussion with 
the Anthropological Section upon ‘“‘ Economie Competition 
between Advanced and Backward Peoples.” 

The Johannesburg meeting was chosen by the Association for 
the delivery of Professor Clay’s Presidential Address upon “‘ The 
Public Regulation of Wages in Great Britain,’ which has been 
printed in the last issue of the Economic JouRNAL; in addition, 
three of the papers upon South African economic conditions were 
delivered here by specialists in their respective fields; Dr. J. E. 
Holloway, the Union statistician, upon “The Demographic 
Position in the Union of South Africa ’’; Mr. John Martin, the 
President of the Transvaal Chamber of Mines, upon “ Group 
Control in the Gold-mining Industry,” and Mr. W. H. Clegg, 
of the South African Reserve Bank, upon “ Banking in South 
Africa.’’ There were also papers by Dr. 8. H. Frankel (University 
of the Witwatersrand) upon ‘‘ Road and Rail Transport in South 
Africa,”’ and by Mr. W. H. Hutt (University of Capetown) upon 
“Collective Bargaining and Distribution.” 

The papers by Mr. Martin and Mr. Clegg are published in the 
present number of the Economic JournaL. The other South 
African papers will be published in the Journal of the Economic 
Society of South Africa. 

The Section was honoured by the conferment of the Honorary 
Degree of D.Sc. upon its President by the University of Capetown. 
It ought also to be said that the Section was well supported and 
that widespread publicity was accorded to its proceedings. 





=x 2 
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Proressor G, F. SHIRRAS writes :— 

“The Royal Commission on Labour in India under the 
Chairmanship of the Rt. Hon. J. H. Whitley, late Speaker of the 
House of Commons, assembled in India on October 14, ‘ to inquire 
into, and report on, the existing conditions of labour in industrial 
undertakings and plantations in British India, on the health, 
efficiency and standard of living of workers, and on the relations 
between employers and the employed and to make recommenda- 
tions.’ The Commission is a very strong and representative one 
on the whole. It is improbable that it will be able to complete 
its work in one visit to India, and may, following the example 
of the Royal Commission on Agriculture, return again next 
October. During next summer it is likely that it will examine 
conditions in Great Britain and perhaps some other Western 
countries. 

‘Since 1927 India and Bombay in particular have suffered 
from considerable industrial unrest, and the financial and economic 
loss to the country of many millions of working days runs into 
many millions of rupees. Indeed, the loss of wages on this account 
from 1927 has been about £8,000,000, and that, too, in a country 
where wages are low as compared with Western standards. It 
is sometimes forgotten that India has a seat on the governing 
body of the International Labour Office, Geneva, as one of the 
eight countries of chief industrial importance. In recent years 
there has been passed by the Legislature an amount of labour 
legislation for which the Government has received much praise. 
Thus the Indian Factories Act was amended in 1922. A Mines 
Act and a Workman’s Compensation Act were passed in 1923: 
a Trade Unions Act in 1926, and an Industrial Disputes Act in 
1929. The Bombay Legislative Council passed this year an Act 
for the granting of Maternity Benefits. 

“The main problem is the practical one of finding an adjust- 
ment of the interests of employers and employed which will 
secure the co-operation of both in the work of production. The 
mass of workers is illiterate, herd-like, and liable to be easily 
influenced, as two authoritative reports recently published have 
undoubtedly proved, viz. the Report of the Bombay Riots 
Inquiry Committee, and the Report of the Court of Inquiry into 
the causes of the Cotton Mill strike. India’s industrial develop- 
ment is comparatively recent—it is hardly sixty years since the 
first cotton mills were built in Bombay. Moreover, labour is 
predominantly agricultural, and the worker, especially in Bombay, 
often returns to his village to engage in the tilling of his fields. In 
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other centres—as, for example, in Ahmedabad—labour is very 
slowly being divorced from work in the fields. One of the most 
important questions before the Commission will be the possi- 
bilities for the growth of a sound trade union movement. Lord 
Lloyd, who, when Governor of Bombay, was responsible in 1921 for 
founding the first Labour Bureau in India, held that in Bombay 
labour was, next to the problem of law and order, the most 
important of his problems, and in a speech on trade unions gave 
point to this. The Chairman, Mr. Whitley, on his arrival in 
India made a statement to Press representatives, in the course of 
which he said that ‘ Indian opinion is nearly unanimous in desiring 
a great advance of Indian industry. This is a desire which I share 
to the full. As I understand the position, India has emerged from 
the first stage of industrial evolution; and, so far as I have been 
able to judge, she seems to have surmounted the difficulties 
inherent in the transition more easily and more smoothly than did 
some Western countries. She is now entering on the second stage. 
New factors, both human and economic, have come into play, and 
the problem has become as much international as national. 
Manufacture and commerce are more and more affected by world- 
wide conditions. Superiority in organisation or in technique soon 
overleaps national boundaries, and great nations cannot long be 
content with the supply of internal needs. But there can be no 
true progress in industry unless that progress is reflected in the 
conditions of the masses of workers who make industries possible ; 
an advance in which they did not share would be a transient 
advantage. Healthy and permanent progress is bound up with 
a steady improvement of the human and economic status of the 
rank and file of the industrial army. It is the well-being of all 
the persons engaged in an industry which constitutes the con- 
tribution of that industry to the national wealth. It is my hope 
that our work in India will result in a contribution of some value 
towards this aim. I hope that by examining the conditions, and 
suggesting lines of development, we can help India to plan ahead, 
so that in respect of labour questions Indian industry generally 
may profit by the successes and avoid the mistakes made elsewhere 
or in particular parts of this great country.’ ” 





Arrangements have been made whereby Professor Seligman’s 
economic library will be transferred this autumn to Columbia 
University. The library has been in process of formation for 
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almost fifty years, and includes several collections like the Francis 
Place collection of labour works, the Albert Bolles collection of 
American finance, and others which had been in process of forma- 
tion for another fifty years. The library contains between 
40,000 and 50,000 items, and is especially strong in the early 
literature of Great Britain, the United States, Germany, France, 
Italy, and Spain. It includes many items not to be found in the 
British Museum, the Goldsmith’s Library, or in the Bibliothéque 
Nationale. It is also rich in incunabula and early medieval 
works bearing on economic topics. The collection of Americana 
is probably unique. Most of the tracts, not in the original binding, 
have been rebound in full or half levant by Riviére. A catalogue 
is in preparation. The library will be open to advanced students 
on liberal conditions, with free access to the shelves. 








RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


Vol. XCII. Part IV. The Measurement of Tariff Levels. A. Love- 
DAY. The New Survey of London Lifeand Labour. H. LLEWELLYN 
SmitH. A New Method of comparing the Productivity of Crops on 
Arable Land in England, Scotland and Denmark. H. Faser. 
Double Taxation and Tax Evasion. W.H. Coatss. 


Economica. 


JuNE, 1929. The Historical Approach to Rent and Price theory. D.H. 
Bucuanan. The Argentine Refrigerated Meat Industry. E. G. 
Jones. Tobacco and Coal: a Note on the Economic History of 
Whitehaven. P. Forp. The Story of an Elizabethan Monopoly. 
A. H. Dopp. 


The Eugenics Review. 
JuLy, 1929. Reform of Vital Statistics. Sir B. MALLET. 


The Sociological Review. 


OcToBER, 1929. The Sociological Work of Leonard Hobhouse. V. 
BRANFORD. Thorstein Veblen. J. A. Hopson. 


Indian Journal of Economics. 


JuLy, 1929. Organised Banking in the Days of John Company. B. R. 
Rav. Rent and Land Revenue in Bengal. J. C. GHosu. The 
Economic Survey of an Indian Village. E.C. Buatty. Economic 
Aspects of Indian Land Tenures. N.S. N. ATYENGAR. 


Quarterly Journal of Economics. 


Aveust, 1929. Investment and Saving; a Genetic Analysis. A. E. 
Monroz. Motor-carrier Regulation and its Economic Bases. G.S. 
Peterson. Money, Trade, and Prices—a Test of Causal Primacy. 
M. A. CopELAND. Some Aspects of the Stable Money Question. 
F. A. Braprorp. The Reform of Local Taxation in Great Britain. 
A. Prummer. The Bank for International Settlements. J. SMITH. 


American Economic Review. 


SEPTEMBER, 1929. Capital Valuation and ‘“‘ Psychological School.” 
H. G. Brown. Jurisdictional Awards and Carpenters’ Union. 
EK. E. Cummins. Two Errors in Interpreting Wage Data. H. L. 
Frain. Theory of Consumers’ Credit. J. P. GUILDFORD. 
Collective Bargaining and Productivity. S.J. Coon. 


Review of Economic Statistics (Harvard). 


Aveust, 1929. Revised Index of the Volume of Mining. W. F. Max- 
WELL. The Moving Geometric Average. K. PoHLEN. Review of 
the Second Quarter of the Year. 
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Annals of the American Academy of Political and Social Science. 


Jury, 1929. A Study of Present-day Causes of International Friction 
and their Elimination ; devotes two sections to economic questions, 
those of War Debts and the American tariff. 


Journal of Economic and Business History (Harvard). 


Avcaust, 1929. History of the Dennison Manufacturing Company—I. 
E. P. Hayes. A Statistical Crime of the Seventeenth Century. 
W. H. Beveripvce. Retardation of Industrial Growth. SB. 
Kuznets. Marine Risks and Insurance in the Seventeenth Century. 
V. BarzBour. 


Political Science Quarterly. 


SEPTEMBER, 1929. War Indemnitices and Business Conditions. G. 
BIELScHOWSKY. The German Labour Courts. H. B. Davis. 


Journal of Political Economy. 


Aveust, 1929. Social Insurance in Soviet Russia. A. ABRAMSON. 
Federal Reserve Policy, 1923-4. H. L. Rexep. Wages and 
Subsistence on Spanish Treasure Ships 1503-1660. E. J. Hamit- 
TON. Occupational Readjustment of Displaced Skilled Workmen. 
R. J. Myers. 

OctToBER, 1929. Marginal Productivity and the General Pricing Process. 
H.Scuuitz. The Standard of Living at a Professional Level, 1816- 
17 and 1926-27. C. G. WoopHouse. Sir Edward West. A. 
PLUMMER. An Estimate of the Volume of Deposit Currency in the 
United States. Y. L. Leona. Economic Equality and the 
Mandates Commission. E. C. JENKINS. 


Wheat Studies of the Food Research Institute (Stanford, California). 


Avaust, 1929. Wheat under the Agricultural Marketing Act: Some 
Problems of the Federal Farm Board. This Act envisages a 
reorganisation of co-operative marketing and a rationalisation of 
the process of distribution. 

SEPTEMBER, 1929. Survey of the Wheat Situation, April to July, 1929. 
World wheat prices declined in April and May, but rose pre- 
cipitously in June and July, as the new-crop outlook in North 
America, especially Canada, turned remarkably unfavourable. 
But the new crop year opened with a huge accumulation of stocks 
and Europe may harvest one of the largest crops of recent years. 
While the Southern Hemisphere crops are not yet made, the 
outlook for trade and prices remains obscure. 


Revue d’Economie Politique. 

Juty—-Aveust, 1929. L’aeuvre scientifique de quelques économistes 
étrangers : I. Joseph Schumpeter. G.H. Bousquet. La Banque 
des réglements internationaux et Vinternationalisme monétaire. 
(Anon.) Les idées de M. Keynes sur le probléme des transferts. J. 
Ruerr. La concentration bancaire en Belgique. B.S. CHLEPNER. 
La pénétration économique des Etats-Unis dans l Amérique centrale. 
J. GACHON. 

Journal des Economistes. 

OctoBER, 1929. La question du blé. G. p—E Novuvion. La ligue de 
libre-échange. An examination of the idea of a European customs 
union. 
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L’ Avenir du Travail. 


AveustT, 1929. La politique de protection de la famille. F. VER- 
cruyssE. Le probléme des migrations de travailleurs. G. Smmon. 


Giornale degli Economisti. 


JuNE, 1929. Esame critico delle dottrine sulla monetae sui prezzi 
nell’ esperienza economica russa. J. G. KRETSCHMANN. Both 
theoretical considerations and a study of price movements in 
Russia since the war lead to the conclusion that it is impossible to 
compress into a single formula or theory the complex inter-relations 
of monetary phenomena. Current theories neglect, in particular, 
to lay sufficient stress on changes in the general level of prices which 
result from factors influencing the supply of commodities. Cenni 
di Finanza teorica. G. Senstnt. Gli ultimi movimenti dell’ oro e 
il mercato monetario internazionale. B. Fod. A brief survey of 
gold movements to and from England during 1927 and 1928. J/ 
porto di Genova e il traffico di transito con la Svizzera. G. KOHLER. 
Un indagine sui prezzi. Pror. R. Baccui writes an interesting 
review of a book by F. C. Mills, The Behaviour of Prices. 

JuLy, 1929. Sopra alcuni problemi di dinamica_ economica. V. 
Moretti. An acute and vigorous criticism of recent American 
attempts to formulate statistical laws of demand. The writer 
concludes : (1) The law of demand in economic theory refers to 
the hypothetical response of the purchaser at a moment of time to 
a given set of conditions : it represents a virtual fact rather than a 
real fact ; it can be conceived but not demonstrated experimentally. 
(2) Statistical curves of demand, constructed on the basis of data 
concerning quantities and prices in a market, do not and cannot 
have an unequivocal meaning, since the same data can yield in some 
cases a curve of demand, in others a curve of supply, and in others 
an undefined curve of uncertain shape and, even more, of uncertain 
significance. (3) A statistical curve of demand is never such as to 
enable us to determine the shape of the bundle of curves of demand 
and supply from which it is constructed : it is always the concrete 
resultant of the actual variations of demand and supply in a period 
of time and is not comparable to the theoretical curves from which 
it derives its origin. (4) It would therefore be useless to use a 
statistical curve of demand as a basis for forecasting future 
changes in prices, for this would involve projecting into the future 
an economic situation such as has been verified in the past—a 
procedure involving logically the assumption of static conditions. 
La teoria dell’ evoluzione economica. Pror. H. VoGEL summarises 
some of the chief conclusions of his book, Die Theorie des volks- 
wirtschaftlichen Entwicklungsprozesses und ihre Fortbildung durch 
eine evolutionére Konjunkturtheorie. This theory of the cyclical 
movement of economic life is based on the assumption of a general 
evolutionary tendency of the whole economic system. This leads 
him, inter alia, to regard the recent practice of attempting to 
forecast business movements and to explain the causation of the 
trade cycle, by means of curves from which the secular trend has 
been eliminated, as not merely inaccurate but also misleading. 
Ancora sulla velocita di circolazione della moneta. Lu1cit AMoRoso. 
Il porto di Genova e il traffico di transito con la Svizzera. G. KOHLER. 
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Aveust, 1929. Elementi per una teoria della durata del processo 


traslativo dell’ imposta in una societa statica. M. Fastant. The 
first of two articles in which it is attempted to construct a theory 
of the duration of the process of shifting the burden of a newly- 
imposed tax, assuming the existence of a stationary state. Lo 
svolgimento ed il sistema della bonifica integrale. M. R. BuccELua. 
The drainage of water-logged and malarial land in Italy has a 
long history, but it is only recently, under the auspices of the 
present Government, that determined and practical efforts have 
been made to deal with the great tracts of land, especially in the 
south of Italy, which are either unfit for cultivation at present or 
are only affording a very small yield. By the term bonifica 
integrale is meant not merely the pressing on of drainage works on 
a large scale, but also a comprehensive and ambitious policy, 
involving the expenditure under State supervision of enormous 
sums of money, to improve every aspect of rural life and to give a 
new prosperity to the whole country-side. 


SEPTEMBER, 1929. La teoria dei prestiti esteri e la pratica italiana. L. 





Feperici. Under existing Italian legislation the raising of foreign 
loans (other than short-term borrowing for less than twelve 
months) is conditional on the sanction of a special ad hoc com- 
mittee presided over by the Minister of Finance. It was laid down 
by a Decree of January 6, 1928, that consent may only be given 
to foreign loans which are “‘ intended for productive purposes, of 
general interest, and which tend to increase the employment of 
labour, to increase exportation, or to develop the production in 
Italy of commodities which would otherwise have to be imported 
from abroad.” An exception to these conditions, which may 
prove dangerous, is to be found in the permission given to agri- 
cultural credit institutions to place bonds in foreign currencies. 
The Minister of Finance is also empowered by the same Decree 
to take the necessary measures to ascertain that any capital raised 
abroad is being used effectively and solely for the purpose for which 
the loan was authorised. In March 1929 the control over foreign 
borrowing was tightened by a Decree providing that “ until 
further notice no credit operations abroad, even if intended for 
productive purposes, may be undertaken by municipalities or 
provinces.” The estimated total amount of long term foreign 
borrowing, from 1925 to 1928 inclusive, was (net) 313 million 
American dollars, by far the greatest part of which was raised in 
the United States. Interest and sinking fund payments on these 
loans in 1928 amounted to 770 million lire, the average rate of 
interest being in the neighbourhood of 7 per cent. The new long- 
term borrowing in 1928 was 61-7 million dollars, and the net 
import of capital, after deducting payment of interest, etc., was 
21-2 million dollars. Elementi per una teoria della durata del 
processo traslativo dell’ imposta in una societa statica. M. Fastant. 
The completion of the article begun in the August number of the 
Giornale, setting out a theory of the duration of the process of 
shifting the burden of taxation. Della rendita del consumatore. 
Sicnor S. Masorana defends certain views put forward by him, 
in a recent book on the application of the doctrine of consumer’s 
surplus to problems of public finance, against criticisms by Prof. 
Gobbi in the April number of the Giornale. 
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La Riforma Sociale. 


Juty—-Aveust, 1929. Costi comparati e valore internazionale. A. 
Loria ED A. CaBiaTi. Final replies and rejoinders concluding a 
controversy over the doctrine of comparative costs in international 
trade. La Banca internazionale e le riparazione. A. CABIATI. 
The International Bank represents a genuine advance on the 
Dawes Plan in so far as it will permit the debtor States to make 
their payments with less real cost and sacrifice and the creditor 
States to receive their annuities with less disturbance of their own 
or neutral markets. But the benefit derived from the future Bank 
depends mainly on the accuracy with which the experts have 
estimated Germany’s capacity to pay, and on the effectiveness of 
the international credit system in operating the Young Plan over 
a period of sixty years. While the Bank will have no control 
over those fundamental economic forces which occasion movements 
of gold, it will be in a position to influence the important class of 
movements which arise from non-economic (political or national) 
causes. London has no need to fear that the creation of the new 
Bank will restrict her credit market or lessen her financial activities, 
because, lacking entirely the traditions and institutions of London, 
it will never be a centre for commercial acceptances. Moreover, 
London would be the most suitable place for the location of the 
Bank. The most powerful and best administered central banks 
(i.e. those in which political pressure is least in evidence) will 
be able to exercise, through the International Bank, a real 
influence over their weaker brethren, and this will be greatly to 
the advantage of the citizens of States possessing central banks 
which are weak in the above sense. The new Bank must always 
remain under the effective control of the central banks of the great 
financial centres, and it must be understood that it is only within 
the limits of scope and activities contemplated by the experts that 
it can prove to be of use also to the lesser States. Le entrate e le 
spese effettive dello Stato dal 1922-1923 al 1927-1928. E. Rosst. 
Impulsi, remore e soste, nell’ attivita det comuni italiani. A. 
ScHIAVI. 

SEPTEMBER-OCTOBER, 1929. Documenti ulteriori a suffragio dell’ 
economismo storico. A. Loria. A series of disconnected and 
fragmentary notes and observations, culled chiefly from the 
writings of modern authors, which lend support to Prof. Loria’s 
well-known views on the economic interpretation of history. A 
proposito di un tentativo di teoria pura del corporativismo. C. 
Pagano. A criticism of a book by N. H. Fovel, Economia e 
corporativismo, the writer of which seeks to prove that active 
State intervention to lessen the inequalities in the distribution of 
wealth, by means of transfers from the rich to the poor, would 
increase the sum-total of economic welfare. Le mercedi operaie 
e Vimposta di ricchezza mobile. A. UCKMAR. 


Schmollers Jahrbuch. 


Aveust, 1929. Einige Bemerkungen zu Schumpeters Theorie der 
wirtschaftlichen Entwicklung. E. von BeckeratH. A critical 
appreciation. Die Gesetze in der Nationalékonomie. PRor. 
WERNER SomMBaRT sets out to show that social phenomena may 
be set to laws exactly like the phenomena of the physical world, 
and in this connection he gives an interesting classification of 
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Economic Laws, ranging from the Great Laws, like the Quantity 
Theory or Ricardo’s Theory of Rent, which are merely axiomatic, 
to Economic Tendencies, which form ‘the bridge between the 
Abstract Rationality of Universal Principles and the Irrationality 
of Reality.” Latente Inflation, Wdhrungssystem, Notenbank- 
politik und Bérsenhausse. T. Batocu. Die Bedeutung der Akten 
der Kriegsgesellschaften fur die Erkenntnis des wirtschaftlichen 
Lebens wihrend des Krieges. E. Zipret. Die Wirtschaftslehre 
und die reformierte Referendarpriifung. Pror. J. SCHUMPETER. 


Zeitschrift fiir Nationalékonomie (Vienna). 


SEPTEMBER, 1929. The Effects of Stock Exchange Speculation on 


Conditions of Credit. R. Reison. A criticism of Cassel’s thesis 
that the Stock Exchange cannot absorb capital. Saving in the 
Individual Economy. U. Ricct. A summary and elaboration of 
his theory of savings as based on psychic discount, with an 
examination of variations of the future value of money. The 
Problem of the Concept of Productivity, A. v. HrypEL. An 
argument based on the validity of only a relative idea of pro- 
ductivity. Behaviourism and the Psychological Foundations of the 
Austrian School. H.Bayrr. Concludes that the new theories do 
not endanger the Austrian principles. Contemporary History of the 
French Exchange, and the Theory of Foreign Exchanges. A. 
Artation. A verification of the theories of purchasing parity and 
the balance of payments. The Economist and the National 
Economy. F. D&GENFELD-ScHonBuURG. Social Collectives. F. 
KavurMann. (All these articles are in German.) 


Archiv fiir Sozialwissenschaft und Sozialpolititik. 


JUNE, 1929. Staat und Zins. Basing his conclusions on Béhm- 


Bawerk’s Theory of Interest, Dk. Cant LANDAUER here points out 
that, for the State, the difference in desirability between present 
goods and goods in the future will not be so marked as in the case 
of an individual; that, in other words, the market rate of interest 
is generally low enough to make Government borrowing a profit- 
able matter—in the long run. This consideration applies with 
almost equal force to large business undertakings, whose managers 
must take correspondingly long views. Soziologie und Geschichte. 
Dr. L. V. Mises. Wert und Wertgarantie. Dr. P. KecskEmétt. 
Konjuncturforschung und Variationsrechnung. Dr. J. Tin- 
BERGEN. Zwei Beitrdge zur Theorie der Reichsfinanzstatistik. Dr. 
KarumassaR. Voraussetzungen und Grundelemente der chine- 
sischen Landwirtschaft. K. A. WITTFOGEL. 


SEPTEMBER, 1929. Zum Streit wm die Wissens-soziologie. A. VON 


ScHEeittinc. Die Machtideen der Klassen. A. Kotnat. Die 
Siedelung in Grossbritannien. F. Hryer. 


Weltwirtschaftliches Archiv. 


OcToBER, 1929. Der individualische und der universalistische Begriff 





der Weltwirtschaft. O. Spann. Zum Problem der “tableau 
économique ”’ der kapitalischen Wirtschaft. A.Caspary. Von der 
“ Wohlfahrt”’ und ihren Messbarkeit. G. H. Bousquet. Der 
Begriff der Kapitalistischen Geistes bei Sombart und Weber. E. 
FrcuHnerR. Dei Freihandelsgedanke in der Welt nach dem Kriege. 
E. C. van Dorp. 
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Vierteljahrshefte zur Konjunkturforschung. 
SoNDERHEFT 13. Bestimmungsgriinde der Preise fiir Schlachtrinder. 


Jahrbiicher fiir Nationalékonomie und Statistik. 


Aveust, 1929. Weddigens soziolgische Wirtschaftstheorie. K. ENGuis. 
Das Bestehen des Marktmechanismus in unserer gegenwdrtigen 
Wirtschaft. E. CARELL. 

SEPTEMBER, 1929. Statistik und Sozialékonomie. H. J. SERAPHIM. 
Sozialpolitik als Schicksalsfrage der Antike. W. WEDDIGEN. 
OcToBER, 1929. Bemerkungen zu dem Thema : Theorie und Geschichte. 
B. Prister. Der Arbeitsbegriff der Wirtschaftswissenschaft. H. 

Nowak. 


Zeitschrift fiir die gesamte Staatswissenschaft. 


SEPTEMBER, 1929. Verfassungslehre. F. Hartune. A critical 
explanation of the similar work of Carl Schmidt. Landwirtschaft- 
liche Entwicklungstendenzen in der Welt. K. Ritter. The 
agrarian crisis in the world is not the result of the war, but of the 
bringing of agriculture into capitalistic economy. Rationalisation 
tends to conflict with diminishing returns, and at. present produc- 
tion is in excess of market demands, and consumption is limited 
by stationary birth-rates. Die Aufgaben der Finanzwissenschaft. 
W. WEDDIGEN. 
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Juty—Avaust, 1929. Regeling van het Nederlandsche en Nederlandsch- 
Indische Geld- en Muntwezen I. E.P.WELLENSTEIN. A summary 
of the history of currency problems in Holland since 1872. The 
article develops into an account and a criticism of the Report of 
the Royal Commission on currency problems which appeared in 
1926, and the writer proceeds to discuss currency problems in 
general and the gold exchange standard in particular. De 
dekkingsvoorschriften der Nederlandsche Bank volgens haar eerste 
octrooi van 25sten Maart 1814. A. J. W. Renavup. A study of 
the origins of the provisions regulating the issue of notes by the 
Netherland Bank, as contained in the charter of 25th March, 1814. 
Of these, briefly, Article 32 regulated the number of outstanding 
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cover. Die Sovetwirtschaft, ihr Wesen und thre neuere Entwicklung. 
Boris Brutzkus. A discussion, written in German, of the Soviet 
economy since the adoption of the N.E.P. in 1921. The author 
emphasises the differences between the N.E.P. and Capitalism. 
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Companies remain organs of the communistic State; business is 
under the control of democracy ; there is no spur to economy ; the 
conditions are those of monopoly. The two main objects pursued 
are: (i) the rapid industrialisation of Russia; and (ii) the improve- 
ment of the economic position of the proletariat. It is held that 
there has been an honest intention to build Socialism, and that 
the N.E.P. represents the maximum of Socialism that can be 
realised, especially in an agrarian State. The article concludes 
with a consideration of later difficulties caused by the exhaustion 
of the “heritage of the bourgeoisie,’ the enormous increase in 
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SEPTEMBER, 1929. Len tweetal vragen in verband met der nieuwe model 
der Rijksbegrooting. ANT. vAN Gisn. A consideration of recent 
changes in budgetary administration in Holland. Since January 
1929, (i) the accounts for the financial year are no longer treated 
as entirely independent of the accounts for the preceding and 
following years ; and (ii) in future there will be two kinds of receipts 
and expenditure, for “‘ ordinary’ service and for “capital” 
service. Regeling van het Nederlandsche en Nederlandsch-Indische 
Geld- en Muntwezen II. E.P. WELLENSTEIN. A continuation of 
the previous article, dealing more particularly with questions 
relating to central banks in connection with currency. The 
writer suggests a ‘‘ Bank Council”; the substitution of nickel 
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OcToBER, 1929. De waarde van den kapitaaldienst; het agio van 
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apparent combination of two distinct points of view in Béhm- 
Bawerk’s theory of interest, leading subsequently to developments 
in two directions. There follows a detailed discussion and restate- 
ment of Bohm-Bawerk’s theory. Hen voortdurend veranderend 
beeld van den Nederlandschen Vrouwenarbeid. ANNA Potak. A 
detailed analysis from various points of view of the number of 
women gainfully employed in Holland. There has recently been 
an absolute increase in the numbers employed, but viewed pro- 
portionately the number tends to become stationary. In contrast 
to Germany there is a tendency to diminution in the numbers of 
employed married women. Three conclusions are drawn: (i) 
there is no ground for the fear of men being displaced by women ; 
(ii) legal prohibition of work in the case of married women is 
superfluous; (iii) the economic significance of women’s work is 


increasing. 
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Atias. Development of National and State Economy in Poland. 
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